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Select  Committee  on  United  States 

Shipping  Board  Opjbrations, 

House  of  Representatives, 
Wdshington,  D.  (7.,  Monday,  Decemler  IS,  1920. 
The  committee  met  in  the  caucus  room,  House  Office  Building,  at 
10  o'clock  a.  m.,  on  call  of  the  chairman,  Hon.  Joseph  Walsh,  (Chair- 
man) presiding. 

Also  present:  Representatives  Kelley,  Hadley,  Foster,  and  Con- 
nally. 

TESTIMONT  OF  MB.  WILLIAM  DENMAN,  FOBMEB  CHAIB- 
MAN  TTNITED  STATES  SHIPPING  BOABD  AND  PBESIDENT 
OF  THE  EMEBaENCY  FLEET  COBPOBATION;  BESIDENCE. 
SAN  FBANCISCO,  CALIF.— Besumed. 

The  Chairman.  Mr.  Denman,  when  were  you  appointed  to  the 
Shipping  Board  ? 

•Mr.  Denman.  My  appointment  was  made  in  the  month  of  Novem- 
ber, 1916.  It  was  confirmed  in  January,  1917,  and  the  board  was 
oi^anized  on  the  30th  day  of  January,  1917.  I  had  previously  been 
one  of  the  active  participants  in  the  framing  of  the  legislation,  begin- 
ning back  in  the  latter  portion  of  1915. 

Tiie  Chairman.  When  was  the  Emergency  Fleet  Corporation  or- 
ganized first,  if  you  remember  ? 

Mr.  Denman.  The  resolution  of  the  board  authorizing  the  organi- 
zation under  the  act  was  passed  on  the  14th  of  April,  1917;  and  the 
corporation  was  organized  between  then  and  the  18th  of  April. 

The  Chairman.  And  were  you  the  first  chairman  of  the  Emer- 
gency Fleet  Corporation  ? 

Mr.  Denman.  I  was  the  first  chairman  of  the  Shipping  Board. 
About  that  I  would  like  to  make  a  statement:  In  the  original  group 
of  appointees  was  Mr.  Bernard  N.  Baker,  an  able  and  experienced 
shipping  man,  who  had  sought  to  organize  such  a  board  in  the  origi- 
nafbill  as  a  mere  adjunct  to  two  members  of  the  Cabinet.  I  was  one 
of  a  group  that  wanted  to  make  it  a  pure  commission,  or  a  purely 
Cabinet  administration.  We  disagreed  in  the  course  of  the  prelim- 
inary discussions,  and  Mr.  Baker  resigned.  I  was  requested  oy  the 
President,  or  rather  the  board  was  requested  by  the  President,  to 
make  me  chairman.  I  was  tendered  the  election  on  the  30th  of  Jan- 
uary but  declined  to  accept  the  chairmanship,  hoping  that  the 
vacancy  would  be  filled  by  some  shipping  man  on  the  Atlantic  coast 
who  knew  the  personnel  and  conaitions  prevailing  in  Atlantic 
carriage. 

The  Chairman.  Will  you  just  give  us  the  personnel  of  the  board 
on  the  30th  of  January,  1917. 
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Mr.  Denman.  Mr.  Theodore  Brent,  Mr.  J.  B.  White,  Mr.  Donald, 
:and  myself;  Mr.  Baker  having  previously  resigned.  I  did  not  accept 
the  chairmanship  of  the  board  until  nearly  seven  weeks  later,  after 
the  appointment  of  Mr.  Stevens,  who  had  had  no  shipping  experience, 
And  wno  came  to  the  board  from  New  Hampshire,  i  believe,  and  did 
jiot  look  to  taking  a  pit)minent  part  in  shipping  activities.  From 
March  20  xmtil  July  24 1  was  chairman  of  the  Shipping  Board.  Some- 
time aroimd  the  17th  or  18th  of  April  I  was  elected  president  of  the 
Emergency  Fleet  Corporation,  and  held  that  position  imtil  the  24th  of 
July. 

The  Chairman.  N»w,  did  you  have  the  appointment  of  the  various 
officials  of  the  board  ? 

Mr.  Denman.  No;  I  had  no  powers  as  president  of  the  corporation 
of  appointment.  I  am  speaj^ing  now  of  the  Emergency  Fleet  Corpora- 
tion. By  a  provision  of  the  by-laws  that  was  entirely  in  the  hands 
-of  the  general  manager.  Gen.  (3oethals. 

The  Chairman.  When  was  he  appointed  ? 

Mr.  Denman.  was  appomted  at  the  time  of  the  organization 
of  the  corporation  or  just  before. 

The  Chairman.  Was  that  prior  to  your  being  made  president  of  it  ? 
Mr.  Denman.  At  the  same  time. 

The  Chairman.  Who  appointed  the  officials  of  the  Shipping  Board, 
•such  as  the  treasurer  and  secretary  and  auditor  and  comptroller? 

Mr.  Denman.  That  was  done  by  the  board  as  a  body. 

The  Chairman.  And  how  were  those  men  selected;  how  did  their 
names  come  before  the  board  ? 

Mr.  Denman.  They  were  suggested  by  various  members  of  the 
board,  and  quite  a  number  of  them  very  largely  through  Mr.  Stevens. 
Mr.  Stevens  was  our  political  member,  and  a  very  large  portion  of  the 
patronage  was  suggested  by  him. 

Thte  Chairman.  What  do  you  mean  by  the  statement  that  Mr. 
Stevens  was  the  ^'political  member"  of  the  board? 

Mr.  Denman.  Well,  I  think  there  was  the  feeling  that  the  chair- 
man was  markedly  lacking  in  political  instinct,  and  Mr.  Stevens,  who 
was  a  charming  and  very  able  man,  was  hoped  to  supply  the  deficiency 
of  the  chairman. 

The  Chairman.  Well,  was  that  by  general  consent  of  the  board  ? 
Mr.  Denman.  I  think  it  was  the  hope,  both  inside  and  outside  of 
the  board. 

The  Chairman.  Do  you  know  who  appointed  the  treasurer  of  the 
board  at  that  time  ? 

Mr.  Denman.  Oh,  it  was  by  board  action,  Mr.  Chairman. 

The  Chairman.  Were  minutes  made  of  those  various  appoint- 
ments ? 

The  Chairman.  So  the  board  records  would  show  that? 

Mr.  Denman.  I  think  the  board  records  would  show.  I  have  not 
in  mind  the  appointment  of  the  treasurer.  There  was  an  auditor  of 
the  Shipping  Board  and  the  treasurer  of  the  Emergency  Fleet  Cor- 
poration. The  secretary  of  the  board  was  not  a  permanent  secre- 
tary, was  not  elected  until  very  shortly  before  I  resigned.  We  had 
had  a  series  of  temporary  secretaries,  and  I  was  hoping  to  get  a 
driving  business  executive  secretary,  and  would  have  succeeded  in 
placing  one  there  had  it  not  been  for  the  atmosphere  of  controversy 
with  which  the  journalists  surrounded  us,  in  the  press,  which  made 
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men  hesitate  to  come.  But  I  hoped  I  had  cleared  the  atmosphere, 
and  was  going  to  bring  in  a  sizeable  man  to  take  that  position. 

The  Chairman.  Did  you  suggest  Mr.  Lester  Sisler  for  secretary  of 
the  board  ? 

Mr.  Denman.  No,  sir;  I  did  not.  I  did  not  know  Mr.  Sislef,  and 
it  was  moved  that  he  be  elected  permanent  secretary  when  he  first 
came,  but  this  was  not  done.  He  was  appointed  temporary  secre- 
tary, to  try  him  out. 

The  Chairman.  Do  you  recall  meeting  him  in  the  corridor  of  some 
government  building  and  offering  him  the  position  of  secretary  of 
the  board  ? 

Mr.  Denman.  I  do  not. 

The  Chairman.  Had  you  made  any  inquiry  of  the  Interstate  Com- 
merce Commission  as  to  his  capability  ? 
Mr.  Denman.  No. 

The  Chairman.  And  you  had  not  known  him  ? 
Mr.  Denman.  I  had  not  known  him. 

The  Chairman.  And  you  did  not  suggest  him  either  for  temporary 
or  permanent  secretary  of  the  board. 

Mr.  Denman.  I  think  when  he  was  mentioned  for  permanent 
secretary  I  proposed  him  for  temporary  secretary. 

The  Chairman.  Do  you  recall  having  acted  upon  the  application, 
or  of  taking  action  upon  the  suggestion  of  the  name  of  Mr.  K.  Wilmer 
Boiling  for  any  position  in  the  board  or  in  the  Fleet  Corporation 
while  you  were  tnere  ? 

Mr.  Deman.  There  is  a  minute  of  the  suggestion  made  to  create 
a  place  for  Mr.  Boiling,  on  the  7th  of  June. 

The  Chairman.  1917? 

Mr.  Denman.  1917;  yes,  sir.  Mr.  Stevens  proposed  Mr.  Boiling ^s 
name  for  some  position,  as  I  recall  it,  unnamed,  and  the  minutes  said 
''discussion  was  had,  but  no  action  taken." 

The  Chairman.  You  do  not  know  whether  that  suggestion  was 
.  made  by  Mr.  Stevens  as  the  result  of  an  application  having  been  re- 
ceived or  whether  it  was  initiated  by  Mr.  Stevens's  suggestion  ? 

Mr.  Denman.  I  do  not  recall  whether  there  was  a  formal  applica- 
tion. I  remember  the  discussion  which  took  place,  not  only  at  the 
meeting  of  the  board  but  in  the  rooms  of  the  board — that  is,  in  the 
chambers  of  the  commission.  I  was  very  much  opposed  to  employ- 
ing Mr.  Boiling,  not  that  I  had  anything  against  him;  I  suppose  it 
wds  nonpolitical  on  my  part,  but  I  felt  there  would  be  grave  danger 
to  the  President  to  have  a  man  in  our  employ  who  was  connected 
with  the  President's  family,  as  he  would  be  the  object  of  entice- 
ments of  designing  persons  who  might  want  to  get  him  in  an  em- 
barrassing position  and  which  might  bring  discomfort  on  all  of  us. 

The  Chairman.  Did  it  occur  to  you  that  he  might  be  made  the 
subject  of  a  trap  or  tricks  ? 

Air.  Denman.  Yes.  I  had  no  specific  thing  in  mind  in  the  way  of 
a  particular  trap,  but  I  simply  feared  that  having  a  member  of  the 
family  of  the  President  on  the  board  might  bring  us  embarrassment. 
The  conversation  or  conversations  covered  quite  a  period  of  time 
then. 

The  Chairman.  Mr.  Denman,  did  your  board  take  action  with 
reference  to  requisitioning  commandeered  vessels  ? 
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Mr.  Denman.  That  was  under  discussion  at  the  time  we  resigned. 
Iii  order  to  get  a  clear  picture  of  that,  you  must  remember  that  while 
your  legislation  giving  the  power  to  commandeer  was  passed  June 
15,  1917,  the  President,  to  whom  the  power  was  delegated  by  the 
Congress,  did  not  allocate  the  powers  of  the  congressional  act  to  us 
until  the  10th  or  11th  of  July.  So  that  my  administration,  so  far 
as  war-created  powers  were  concerned,  had  but  13  days  of  activity. 
Now,  of  course,  we  had  been  planning  and  expecting  to  get  the  powers, 
and  the  method  of  commandeering  was  under  discussion  and  the  last 
week's  minutes,  particularly  the  minutes  of  special  sessions  that  we 
held,  which  were  taken  down  in  full  and  typewritten,  show  the  pen- 
dency of  discussion  as  to  the  methods  of  commandeering. 

Gen.  Goethals  had  been  so  completely  engaged  in  letting  contracts 
for  ships,  and  a  very  large  fleet  was  contracted  for  by  Gen.  Goethals 
in  that  time;  I  say,  he  had  been  so  completely  occupied  in  that  that 
he  had  not  procured  the  preexisting  contracts  for  ships  that  were 
under  construction  on  our  stocks  wnen  we  got  the  commandeering 
power.  We  requested  those  and  they  were  being  gotten  together  for 
us  so  that  we  could  formulate  finally  our  method  of  conmiandeering. 
Almost  the  last  minute  in  the  board  before  our  resignation  had  refer- 
ence to  procuring  a  complete  list  and  outline  of  existing  contracts  for 
ships.  1  want  later  to  pay  a  tribute  to  Gen.  Goethals's  real  accom- 
plishment there;  it  was  a  very  remarkable  achievement.  Unfortu- 
nately it  has  not  been  mentioned  in  the  publicity  given  out  by  our 
successors.  All  of  Gen.  Goethals's  contracts  were  merged  in  a  ^oup  of 
contracts  claimed  by  the  next  administration.  This  is  in  then*  publi- 
cation late  in  1918  of  a  statement  called  '^Shipping  facts.''  Only 
by  digging  in  the  elaborate  annual  reports  could  Gen.  Goethals  s 
achievements  be  worked  out  into  a  statement. 

The  press  relied  on  the  summary  of  Shipping  facts,  which  at  pages 
12  and  13  omit  the  contracts  reported  in  Gen.  Goethals's  administra- 
tion and  lumped  them  in  the  report  of  March  30, 1918,  under  the  head- 
ing of  Organization  of  present  Shipping  Board.  I  think  at  some 
time  during  the  course  of  this  session  I  should  be  permitted  to  fully 
show  what  he  accomplished. 

The  Chairman.  Those  contracts  that  were  awarded  all  had  to  be 
later  ratified  by  legislation,  did  they  not  ? 

Mr.  Denman.  I  think  not.  We  began  letting  contracts  and 
signing  them  before  we  had  authority,  but  they  were  later  adopted. 
They  were  made  by  Gen.  Goethals  and  his  staff,  but  as  president 
of  the  corporation  I  signed  the  contracts  when  they  came  over  with 
Gen.  Goethals's  O.  K.  on  them.  The  only  participancj  I  had  in 
connection  with  the  making  of  contracts  was  in  the  laying  down  of 
general  policies,  particularly  with  regard  to  the  scheme  of  fabrication 
of  ships,  such  as  was  worked  out  at  Hog  Island;  the  scheme  and  the 
project  of  assemblage  of  plant  for  the  manufacture  of  Diesel  engine 
vessels;  and  the  question  of  the  size  of  appropriations  to  cover  the 
entire  scheme.  In  this  connection  I  desire  to  file  before  the  board  a 
statement  which  is  the  purpose  of  my  wishing  to  appear  before  you. 

The  Chairman.  No;  we  will  take  your  testimony.  I  do  not  think 
we  care  to  have  statements  put  in  in  waiting.  I  understood  that  you 
brought  to  the  attention  of  the  committee  the  purpose  of  desiring  to 
be  heard,  at  New  York,  recently,  when  you  were  asked  about  the 
matter.  Is  this  statement  which  you  ask  leave  to  submit  along  that 
line? 
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Mr.  Denman.  It  is  a  condensed  statement  of  the  Diesel  motor  ship 
project. 

The  Chairman.  And  that  is  what  we  desire  to  inquire  about  as  we 
go  along. 

Mr.  Denman.  I  desire  to  have  it  considered  as  offered  as  it  has 
been  released  to  the  press. 

The  Chairman.  We  prefer  to  have  you  testify.  You  have  said 
that  you  had  only  about  13  days  after  the  requisitioning  and  com- 
mandeering powers  were  transferred  by  the  President  to  the  board. 
During  that  period  of  13  days  was  anything  done  that  you  know  of 
to  set  up  an  accounting  department  of  the  board  or  the  Fleet  Corpo- 
ration in  order  to  take  care  of  this  particular  activity  ? 

Mr.  Denman.  That  brings  up  the  whole  question  of  division  of 
board  operations.    My  plan  for  the  division  of  board  operations — — 

The  Chairman  (interposing).  Well,  I  did  not  know  out  what  you 
could  say  that  there  was  some  effort  made  to  do  that  or  that  there 
was  not. 

'  Mr.  Denman.  I  am  going  to  outline  what  we  wanted  to  do  and 
how  we  shaped  it  and  what  happened. 

The  Chairman.  Is  this  what  was  done  that  you  are  going  to  tell 
us  about? 

Mr.  Denman.  I  am  going  to  tell  you  what  was  done. 
The  Chairman.  AU  right. 

Mr.  Denman.  And  I  am  going  to  teU  you  what  was  not  done- 
I  am  going  to  teU  you  what  was  recommended  and  was  not  adopted. 
When  I  proposed  to  the  President  the  method  of  division  of  the 
powers  conferred  on  him  by  the  Congress  in  the  act  of  June  15,  1917^ 
the  Executive  orders  that  I  outlined  and  suggested  made  a  com- 
plete division  between  the  operation  of  ships  as  commercial  agents 
and  the  construction  of  ships;  and  the  Executive  order  that  was  sent 
to  us  by  the  President,  following  the  outline  that  I  had  submitted 
to  him,  divided  the  functions  of  the  Shipping  Board  into  two,  (1)  the 
construction  of  ships,  and  (2)  the  operation  of  ships.  The  manufac- 
ture or  construction  of  ships  was  to  be  in  the  Emergency  Fleet  Cor- 
poration  

The  Chairman  (interposing).  Pardon  me,  but  was  that  possibly  in 
contemplation  when  the  title  ''Emergency  Fleet  Corporation''  was 
adoptea  ? 

Mr.  Denm;an.  I  put  the  word  ''emergency''  into  that  title  to  indi- 
cate the  emergency  character  of  oil-fuel  steam  engines  and  wooden 
hulls.  One  of  them  was  obsolete;  that  is,  wooden  hulls  were  obso- 
lete as  a  commercial  type  when  we  adopted  them.  Th6  oil-burning 
steam  engine  had  its  oosolescence  already  forecast  by  the  leading 
shipping  men  of  the  world,  including  Admiral  Lord  Fisher.  The 
purpose  of  the  Emergency  Fleet  Corporation  was  to  build  ships.  At 
that  time  there  were  no  powers  delegated  to  us  to  enter  into  general 
shipping  operations  or  to  control  maritime  tonnage.  Now,  to  come 
back  to  this  Executive  order,  Mr.  Chairman,  because  the  separate 
devolution  of  power  was  expressed  in  the  order — the  construction  of 
ships  was  to  be  in  the  Emergency  Fleet  Corporation,  and  the  opera- 
tion of  ships  was  to  be  in  any  one  of  the  tnree  following  agencies: 
(1)  The  Snipping  Board,  (2)  the  Emergency  Fleet  Corporation,  or 
(3)  in  any  other  corporation  to  be  formed  by  us. 

The  Chairman.  By  the  word  "us"  you  mean  to  be  formed  by  the 
board  ? 
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Mr.  Denman.  Yes.  The  purpose  of  mentioning  the  Emergency- 
Fleet  as  one  of  the  places  where  the  operating  power  might  be  exer- 
cised was  this:  We  wanted  a  separate  corporation  for  operations, 
but  there  is  a  certain  portion  of  operation,  m  taking  the  hulls  from 
the  point  where  they  are  constructed  to  the  place  where  the  engines 
are  mstalled,  in  which  cargoes  are  often  carried  in  the  hulls,  so  that 
there  might  be  a  minute  portion  of  operation  in  the  constructing  end. 
But  our  plan,  and  the  plan  I  outlined  to  Mr.  Hurley,  was  to  confine 
the  Emergency  Fleet  Corporation  to  the  building  of  ships  and  to  a 
new  corporation  the  operation  of  ships.  My  reason  for  wanting  a 
corporation  for  the  operation  of  ships  was  that  we  could  create  a 
corporation  that,  as  I  believed,  was  of  a  private  as  distinguished  from 
a  governmental  character.  In  handling  business  on  flie  seas  you 
have  got  to  have  the  kind  of  direct  executive  efficiency  that  I  have 
found  can  not  be  gotten  by  governmental  action.  If  my  pUn  had 
been  carried  out  we  would  have  had  two  corporations,  (1)  the  Emer- 
gency Fleet  Corporation  for  the  manufactute  of  these  emergency 
ships  and  (2)  some  other  corporation  for  the  business  operation  of  • 
ships  and  transportation. 

Now,  when  I  sat  down  with  Mr.  Hurley — after  I  resigned — the 
first  thing  I  did  was  to  give  him,  or  to  outline  to  him,  a  project  for 
dividing  the  two  functions  of  the  board,  and  pointed  out  to  him  that 
the  Executive  order  contemplated  a  division  of  the  functions,  and 
I  thought  I  had  a  complete  understanding  with  him  as  to  the  ad- 
visability of  following  that  course.  Unfortunately,  it  was  not  done. 
The  operating  funds  and  the  shipbuilding  funds  were  commingled, 
and  great  and  extraordinary  accounting  dSficulties  arose,  so  mucn  so 
that  when  Mr.  Rosseter  came  on  here,  instead  of  having  his  energies 
free  for  a  real  constructive  program  of  operations  he  was  very  largely 
occupied  in  untangling  the  shipping  accounts. 

The  Chairman.  That  is  something,  of  course,  that  you  have  no 
direct  knowledge  of? 

Mr.  Denman.  No;  except  the  knowledge  of  the  shipping  world. 
Every  man  who  has  any  contact  with  a  shipping  company  knows 
that  the  auditing  of  shipping  accoimts,  for  a  long  time  after  I  left  the 
Shipping  Board,  was  almost  nonexistent.  I  am  speaking  now  of  the 
operating  accounts. 

The  (SiAiRMAN.  What  experience  had  you  had  in  shipping,  either  in 
building  or  in  operating  or  supervising,  prior  to  your  appointment  on 
the  board  ? 

Mr.  Denman.  Oh,  I  have  been  connected  with  maritime  matters 
since  1898.  •  The  first  case  I  had  took  me  down  the  Pacific  coast  to 
Central  America  to  get  the  property  of  Madame  Barrios,  the  property 
of  the  widow  of  the  murdered  president.  In  the  course  of  the  pro- 
ceedings with  President  Cabrero,  I  received  considerable  assistance 
from  ^he  Pacific  Mail  Steamship  Route,  which  was  influential  in 
Guatemala  at  that  tune. 

The  Chairman.  You  were  coimsel  for  her  ? 

Mr.  Denman.  Yes,  sir.  While  I  was  counsel  for  her  I  established 
friendships  with  the  leaders  of  the  Pacific  Mail  Steamship  Co.,  Mr. 
Schwerin,  Mr.  Fry,  and  others,  and  I  have  been  at  some  times  attornev 
for  the  Pacific  Mail  and  at  many  other  times  against  them,  and  through 
them  I  have  had  familiaritv  with  many  shipping  matters.  I  have 
supervised  contracts  for  the  building  of  ships.    I  was  attorney  for  one 
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of  the  shipbuilding  yards  on  the  coast  there  that  originally  built  wooden 
«hif)s  but  that  had  ceased  to  build  them  before  the  war  and  built  none 
during  the  war.  It  had  become  a  steelyard.  I  came  in  contact  with 
the  oil  situation  as  Assistant  Attorney  General  of  the  United  States 
in  control  of  oil  litigation  at  its  beginning,  and  there  made  a  study 
•of  oil  conditions.  1  was  attorney  for  Fred.  Olsen's  fleet  of  Diesel 
motor  ships,  which  for  a  long  time  before  I  went  on  the  Shipping 
Board  had  been  operating  those  ships  between  Scandinavia  and  the 
United  States.  I  nave  operated  ships  myself ;  in  fact,  I  have  sailed 
two  wooden  Huff  ships  during  the  last  two  years  over  120,000  miles 
on  the  Pacific,  and  have  carried  over  200,000,000  feet  of  lumber.  I 
know  something  about  the  wooden  ship  and  its  obsolescence  and  its 
«mall  remaining  usefulness. 

The  Chairman.  Who  fixed  the  fimction  of  division  of  the  various 
•contracts  you  signed  and  which  had  the  approval  of  the  board  ? 

Mr.  Denman.  Gen.  Goethals  and  his  staff.  He  had  one  able  ne- 
gotiator; several  in  fact,  but  one  I  came  in  contact  with,  by  the  name  of 
Mr.  Fuller  ol  New  York  

The  Chairman  (interposing).  What  were  his  initials;  do  you  re- 
member ? 

Mr.  Denman.  I  have  forgotten  his  initials. 

The  Chairman.  Is  he  of  the  George  A.  Fuller  Construction  Co.  ? 

Mr.  Denman.  No;  of  an  entirely  different  group.  The  Fuller  I 
have  in  mind  was  a  banker  but  an  extremely  sharp  business  man. 
I  judge  so  from  the  wails  that  came  in  from  contractors  about  him, 
and  from  the  JPact  that  he  always  closed  his  bargain,  got  what  he 
went  after,  which  meant  a  great  deal.  Gen.  Goethals  in  about  40 
days^  time  contracted  for  525  vessels,  and  had  the  Hog  Island  project 
fairly  well  worked  out.  You  will  recall  that  the  press  and  the  public 
have  stated  ever  since  we  left  the  Board  that  Gen.  Goethals  resimed 
and  that  I  resigned  because  of  a  conflict  over  wooden  ships.  That 
is  absolutely  false.  There  was  no  dispute  between  Gen,  Goethals 
and  myself  over  the  general  wooden  ship  project,  and  the  general 
disagreements  between  us,  which  were  slight,  came  up  in  the  month 
of  May,  and  were  all  solved  by  the  month  of  June;  and  the  last 
thing  he  did  on  the  Board  was  to  declare  his  allegiance  to  the  wooden 
«hip  project  and  his  desire  to  build  all  that  he  could.  And  he  depre- 
cated these  statements  in  the  press,  and  said  he  had  been  repeatedly 
misrepresented  by  the  journalists. 

The  Chairman.  That  was  when  he  resigned.  Neither  you  nor 
Oen.  Goethals  made  any  statement  while  you  were  on  the  Board  to 
the  effect  that  there  was  no  controversy  between  you  abbut  wooden 
ships,  did  you  ? 

Mr.  Denman.  Tes,  sir;  I  made  a  good  many. 

The  Chairman.  To  the  press  ? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  Official  statements  ? 

Mr.  Denman.  Yes,  sir;  official  statements.  The  fact  was  that 
nobody  would  believe  it.  It  was  one  of  the  most  extraordinary 
things  imaginable,  the  fact  that  nobody  seemed  willing  to  believe 
that  statement.  I  asked  Gen.  Goethals,  at  this  last  meeting — and 
we  had  no  idea  we  were  going  to  resign  then  

The  Chairman  (interposing).  What  was  that  statement? 
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Mr.  Denman.  We  had  no  idea  we  were  going  to  resign  then,  neither 
of  us.  I  asked  Gen.  Goethals  would  he  put  out  a  statement,  which 
he  did,  and  I  have  it  here. 

The  Chairman.  Just  before  you  allude  to  that,  I  do  not  quite 
understand  what  you  mean.  You  say  that  you  had  no  idea  that 
you  were  going  to  resign  at  that  last  meeting  ? 

Mr.  Denman.  Yes,  sir;  that  was  my  statement. 

The  Chairman.  Do  you  mean  fo  say  that  when  this  meeting  was 
held  you  had  no  idea  it  would  be  your  last  meeting  ? 

Mr.  Denman.  I  had  not  the  faintest  idea  in  the  world  that  it  was. 

The  Chairman.  This  meeting  was  held  while  this  alleged  wooden 
ship  controversy  was  raging,  was  it  not  ? 

Mr.  Denman.  Yes ;  but  the  real  controversy  was  over  Ho^  Island. 
I  will  read  you  the  record  of  a  statement  on  wooden  ships  signed  by 
Gen.  Goethals  and  published  in  The  Simset  Magazine — ^but  he  did 
not  write  the  first  paragraph;  it  is  not  his  style: 

On  the  building  of  ships  to  carry  the  sinews  of  war  may  rest  the  hope  of  democracy. 
Activities  on  the  Pacific  coast  have  not  been  confined  to  a  particular  class  of  vessels. 
They  are  constructing  ships  of  both  steel  and  wood;  large  steel  cargo  ships,  woodea 
ships  complete,  and  wooden  hulls,  for  which  the  machinery  will  be  furnished  by  the 
Emergnecy  Fleet  Corporation.  The  ready  response  of  the  Pacific  coast  to  the  country's- 
emergency  has  been  very  impressive.  The  people  of  that  section  have  seemed  to  be 
fully  alive  to  the  situation  since  the  Government  undertook  this  shipbuilding  program. 
Notwithstanding  the  contracts  which  have  been  awarded,  many  additional  ships^ 
must  be  constructed,  and  I  confidently  expect  that  the  Pacific  coast  will  do  its  full 
share.  We  must  have  all  the  ships  it  is  possible  to  secure,  both  wood  and  steel,  on^ 
contracts  satisfactory  to  the  interest  of  the  Government  and  fair  to  the  contractor. 


Now,  his  other  statement  at  this  last  meeting,  on  wooden  ships,  is< 
as  follows  

The  Chairman  (interposing).  What  is  the  date? 

Mr.  Denman.  This  is  on  July  18  and  19,  1917.  It  is  from  the 
minutes  of  a  special  meeting  of  the  United  States  Shipping  Board,, 
pages  276-277: 

As  an  emergency  measure  wooden  construction  assisted  in  the  program  for  tonnage, 
so  that  the  idea  that  I  always  had  was  to  go  to  the  production  of  both  steel  and  wooden 
ships.  I  know  that  I  have  been  misquoted  as  saying  I  was  against  wooden  tonnage, 
but  there  is  no  basis  for  that,  and  my  actions  so  far  in  the  making  of  contracts  have- 
fully  demonstrated  this. 

The  conference  continued  to  the  next  day,  when  he  added : 

As  I  said  on  yesterday,  I  have  not  been  opposed  to  the  wooden  ships  as  I  have  been 
reported.  I  never  made  that  statement.  I  advocated  the  use  of  steel  and  wood, 
going  to  as  mufh  of  both  as  we  could  get.   That  has  been  my  position  all  along. 

Then  I  said: 

The  Chairman.  I  know  the  impression  created  in  the  minds  of  men  who  went  out 
was  that  you  did  not  want  to  buila  them? 

Gen.  Goethals.  I  am  sorry  that  impression  was  created.  I  do  not  know  how 
it  got  out. 

The  Chairman.  I  think  from  your  speech  in  New  York. 

Gen.  Goethals.  Unfortunately  the  speech  was  not  correctly  quoted  or  was  mis- 


Following  that  he  put  out  the  statement  I  have  just  read,  which 
appeared  in  the  Sunset  Magazine,  after  we  had  resigned. 

Mr.  Connally.  You  put  into  the  record  a  moment  ago  that  Gen. 
Goethals  did  not  write  the  first  paragraph  of  that  statement.  Did 
you  mean  it  ? 


Georgb  W.  Goethals. 
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Mr.  Denman.  I  say  it  was  not  his  style,  but  he  adopted  it. 
Mr.  CoNNALLY.  Didn't  you  say  he  did  not  write  it,  and  that  it 
was  not  his  style  ? 

Mr.  Denman  Tt  was  not  his  style. 

Mr.  CoNNALLY.  I  think  you  ought  to  change  your  statement  in 
the  record,  because  I  understood  you  to  say  that  he  did  not  write  it 
and  added  because  it  was  not  his  style.  I  think  it  would  be  a  little 
imf air  to  put  into  the  record  a  statement  as  coming  from  a  man  and 
then  say  it  was  not  his  style. 

Mr.  Denman.  Well,  the  composition  was  not  his  stj^le.  It  was  a 
florid  appeal  and  contrary  to  and  unlike  his  nature,  which  is  to  get  a 
thing  done  without  any  unnecessary  verbiage.  I  was  attempting  to 
free  Gen.  Goethals  from  the  charge  of  journalistic  construction, 
which  I  think  has  been  one  of  the  features  that  some  of  the  war  in- 
strumentalities suffered  from. 

Mr.  CoNNALLY.  It  occurred  to  me  that  you  quoted  it  with  approval 
as  to  a  part  of  the  statement  and  then  said  a  part  was  not  his. 

Mr.  Denman.  Well,  I  refer  to  the  part  as  to  wooden  ships. 

Mr.  CoNNALLY.  I  do  not  think  it  fair  to  take  the  part  of  a  state- 
ment that  is  favorable  and  then  deny  the  rest. 

Mr.  Denman.  I  do  not  want  to  be  unfair  to  Gen.  Goethals.  The 
public  has  treated  him  unfairly  enough  in  connection  with  this  matter, 
and  I  shall  not  add  to  it.  His  accomplishments  were  great,  but 
they  were  not  in  the  nature  of  journalistic  shipbuilding;  they  were  in 
the  nature  of  actual  production  of  ships. 

The  Chairman.  You  say  that  in  40  days  Gen.  Goethals  let  large 
numbers  of  contracts  for  both  wood  and  steel  ships  ? 

Mr.  Denman.  Yes. 

The  Chairman.  Do  you  know  how  large  a  portion  of  those  contracts 
was  completed  within  the  time  fixed  in  the  contracts  ? 

Mr.  Denman.  I  cannot  tell  you  as  to  that,  but  I  should  be  able  to 
get  it  for  you  if  you  would  like  to  have  it.  But  I  desire  to  say  this, 
that  both  in  regard  to  the  Hog  Island  scheme  and  the  wooden  and 
steel  tonnage.  Gen.  Goethals  did  not  have  the  carrying  out  of  his 
plan,  either  for  wooden  ships  or  his  plan  for  Hog  Island,  and  if  there 
were  deficiencies  in  the  ultimate  output  they  can  not  be  attributable 
to  him — except  insofar  as  the  original  scheme  may  have  been  the 
cause  of  it. 

The  Chairman.  Do  you  recall  whether  or  not  you  had  some  con- 
troversy with  Gen.  Goethals  or  anybody  else  with  reference  to  a  con- 
tract to  be  awarded  to  the  Downey  Shipbuilding  Corporation  ? 

Mr.  Denman.  No;  there  was  no  conflict  over  the  awarding  of  the 
Downey  contract. 

The  Chairman.  Well,  over  its  terms  ? 

Mr.  Denman.  The  Downey  contract  was  but  one  of  a  group  of 
contracts  in  which  the  tentative  basic  price  for  steel  plate  was  placed 
at  four  and  one-quarter  cents.  I  had  made  some  investigation  of  the 
price  of  steel  plate,  through  experts,  whose  communications  were 
confidential  because  the  steel  manufacturers  as  a  whole  were  seeking 
a  very  much  higher  price  than  I  thought  thev  should  have,  and  a  much 
higher  price  that  they  ultimately  received — and  from  an  examina- 
tion of  these  sheets  furnished  by  these  experts  I  concluded  that  the 
proper  price  for  steel  plates  was  somewhere  between  two  and  one- 
nali  cents  and  three  cents  for  American  construction  in  the  Govern- 
ment programs  for  the  Army  and  the  Navy  and  the  Shipping  Board. 
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Gen.  Goethals  had  had  a  conference  with  jMx.  Farrell,  of  the  Steel 
Corporation,  early  in  May  or  late  in  April,  and  as  the  result  of  that 
conference  the  price  of  steel  plate  was  tentatively  fixed  at  4 J  cents. 
I  acquiesced  in  that  price  at  that  time.  This  information  I  obtained 
from  those  experts  came  after  I  accepted  Gen.  Gtjethals's  tentative 

Srice  of  4J  cents.  I  later  thought  we  both  were  going  too  high,  and 
ecided  that  I  would  urge  a  lower  price.  I  understood  that  he  and 
I  were  in  accord  on  the  lower  price.  Later  we  had  a  meeting  with 
the  shipbuilders,  not  the  steel  manufacturers  but  the  shipbuilders, 
in  the  first  week  in  June,  and  the  question  was  put  to  him  as  to  the 
basic  price  for  steel  plate,  and  he  said  it  would  be  4 J  cents.  Shortly^ 
afterwards  several  contracts,  including  the  Downey  contract,  were 

S resented  with  the  price  of  4^  cents,  the  tentative  price,  in  them^ 
fow,  as  to  this  Downey  contract,  I  requested  that  the  price  be 
changed  to  2^  cents,  which  the  general  did  immediately.  So  the 
Downey  contract  was  signed  with  the  amount  changed  from  4^ 
cents  to  2 i  cents.  But  this  was  not  the  Downey  contract  about 
which  the  dispute  arose  as  to  Mr.  Boiling's  participancy  in  it;  that 
was  a  contract  of  the  following  spring  for  the  construction  of  tugs, 
I  have  never  heard  of  any  controversy  over  the  first  Downey  con- 
tract that  involved  the  Downeys.  Now,  the  basic  price  for  steel 
plate  was  something  that  did  not  concern  the  Downeys  or  the  par- 
ties to  the  contract,  because  it  was  provided  in  the  contract  that  if 
the  steel  plate  cost  more  we  absorbed  the  increased  cost,  and  if 
it  cost  less  we  got  the  benefit  thereof.  The  point  that  I  made  with 
Gen.  Goethals  was  that  4^  cents  appearing  as  the  tentative  basis 
was  a  very  bad  bargaining  point  for  us  when  we  sat  down  with  the 
steel  manufacturers. 

Mr.  Gary  later  offered  me  all  the  plate  we  needed  at  3  cents  a 
pound. 

The  Chairman.  Does  that  appear  to  be  a  photostat  of  your  signa- 
ture, Mr.  Denman  [showing  to  Mr.  Denman  the  photostat  of  some 
paper]  ? 

Mr.  Denman.  Yes,  sir;  that  is  mine. 

The  Chairman.  You  do  not  know  why  the  date  of  this  contract 
was  changed  from  the  3d  of  June  to  the  3d  of  July,  do  you,  unless 
it  was  a  typographical  error — ^it  was  the  first  Downey  contract. 

Mr.  Denman.  1  can  not  recall,  Mr.  Chairman. 

The  Chairman.  Did  you,  while  you  were  chairman  of  the  boards 
make  any  contracts  for  Diesel  engines? 

Mr.  Denman.  The  Diesel  project  I  brought  to  the  board  as  my 
contribution  to  the  commercial  future  of  the  American  merchant 
marine.  The  Diesel  motor  ship  has  been  used  on  the  seas  from 
1904,  very  largely  in  the  Baltic  and  Black  Sea  trades,  and  

The  Chairman  (interposing).  Perhaps  you  can  answer  this  ques- 
tion: Did  you  make  any  contracts  for  the  Diesel  engine  while  you 
were  chairman  of  the  board;  and  then  we  will  ask  you  with  refer- 
ence to  the  matter  over  there  ? 

Mr.  Denman.  I  procured  a  plant,  the  license  for  the  Burmeister 
and  Wain  Diesel,  the  standard  Diesels  of  the  world  then,  and  which 
since  have  been  adopted  by  Lord  Perry  and  others  for  use  in  Diesel 
manufacturing  plante  in  Great  Britain  

The  Chairman  (interposing).  Can^t  you  tell  us  whether  you  made 
"^ny  contracts  for  Diesel  engme  ships? 
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Mr.  Denman.  Oh,  yes.  We  did  not  get  further  than  the  presenta- 
tion of  the  contract  for  our  signature;  it  was  not  signea  by  the 
board. 

The  Chairman.  Will  you  give  us  the  reason  why  the  contract 
was  not  signed  ? 

Mr.  Denman.  Because  were  were  debating  as  to  whether  or  not 
we  would  accept  the  contract  or  would  commandeer  the  plant  and 
run  the  plant  as  a  national  project.  That  was  to  be  settled  on 
July  24,  me  date  that  we  both  resigned. 

The  Chairman.  Before  I  ask  you  with  reference  to  this  Diesel 
proposition,  when  first  did  you  know  that  you  were  to  resign  ? 

Mr,  Denman.  On  the  24th  of  July,  1917. 

The  Chairman.  And  who  asked  you  ta  resign  ? 

Mr.  Denman.  It  was  contained  in  a  communication  from  Mr.  Wilson. 

The  Chairman.  President  Wilson  ? 

Mr.  Denman.  Yes. 

The  Chairman.  While  you  were  on  the  board  did  your  board  have 
charge  of  reconditioning  some  of  the  former  German  ships  ? 
Mr.  Denman.  Quite  a  number. 

The  Chairman.  And  had  any  of  them  been  transferred  to  the 
Navy  prior  to  your  resignation  ? 

Mr.  Denman.  Yes;  a  great  many  were  transferred  to  the  Navy 
as  soon  as  formal  seizure  was  made.  That  is,  those  ships  that  were 
cargo  carrying  ships;  that  tvpe  we  kept — and  some  were  of  the  pas- 
senger carrying  type — and  I  think  in  the  month  of  May  some  of  the 
latter  went  over  and  some  in  the  month  of  Jime.  You  will  remember 
that  the  German  ships  were  injured  as  to  their  engines  by  their  engi- 
neers; and  the  Austrian  ships  also,  but  not  so  badly. 

The  Chairman.  Were  there  any  ships  upon  which  the  Shipping 
Board  was  at  work  reconditioning  which  were  transferred  to  the 
Navy  Department  or  the  War  Department  while  you  were  the  chair- 
man of  the  board  ? 

Mr.  Denman.  I  think  the  work  of  reconditioning  of  some  of  these 
passenger  ships  had  started.  Whether  we  began  the  organization 
for  the  reconditioning  of  those  ships — and  I  can  no  doubt  give  you 
the  date  here  [looking  among  his  papers] — ^no;  I  have  not  the  date, 
but  it  was  just  after  we  declared  war,  in  the  month  of  April,  1917, 
that  we  appointed  a  committee  in  New  York  for  the  purpose  of  imder- 
taking  the  repair  of  these  vessels  and  their  operation — and  we  had 
nearly  all  the  repair  facilities  on  the  Atlantic  coast  tied  up  and  en- 

fagea  in  their  reconditioning  by  the  1st  of  May  or  thereabouts,  long 
eiore  the  actual  allocation  was  made  to  the  Shipping  Board.  You 
will  remember  that  in  those  days  we  were  doing  things  regardless  of 
authority.  When  I  got  above  $100,000,000  in  contracts  that  I  had 
illegally  signed  I  felt  safe;  and  Mr.  Hoover,  just  after  that,  got  up  to 
over  $50,000,000,  and  both  of  us  congratulated  ourselves  that  we 
were  b^ond  the  point  of  suit,  as  neither  of  us  could  meet  judgment. 

The  Chairman.  Now,  then,  returning  to  the  matter  of  the  Diesel 
engine:  Were  there  any  plants  in  the  United  States  manufactOTing 
Diesel  engines  ? 
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Mr.  Denman.  The  following  plants  were  manufacturing  Diesel 
engines: 

1.  Nordberg  Manufacturing  Co.,  Milwaukee,  Wis. 

2.  Mcintosh  &  Seymour,  Auburn,  N.  Y. 

3.  Skordie-Pacific  Oil  Engine  Co.,  San  Francisco,  Calif. 

4.  Dow  Pump  &  Diesel  Works,  Alameda,  Calif. 

5.  Worthington  &  Holly  Works,  Buffalo,  N.  Y. 

6.  Fulton  Iron  Works,  St.  Louis,  Mo. 

7.  James  Craig  Diesel  Works,  Jersey  City,  N.  J. 

9.  Midwest  Engine  Works,  Indianapolis,  Ind. 

10.  Winton  Engine  Works,  Cleveland,  Ohio. 

11.  New  London  Ship  &  Engine  Co.,  Groton,  Conn. 

12.  Burch  Sulzer  Diesel  Works,  St.  Louis,  Mo. 

The  last  two  were  manufacturing  for  the  Navy.  You  will  recall 
that  the  Navy  made  very  large  use  of  Diesels  before  anybody  else 
did  in  this  country. 

Now,  these  companies  were  manufacturing  land  Diesels,  and  some 
small  marine  Diesels,  but  the  standard  Diesel  license  at  that  time 
was  not  being  utilized  in  the  United  States.  All  of  these  factories 
could  have  manufactured  standard  Diesels  of  the  type  used  in  the 
Danish  East  Asiatic  fleet  for  many  yeras  before  I  went  v  Ship- 
ping Board. 

The  Chairman.  Had  the  nianufacture  of  Diesel  engines  at  the  time 
you  were  chairman  of  the  Shipping  Board  progressed  beyond  the  ex- 
perimental stag©  ? 

Mr.  Denman.  I  hand  yon,  sir,  a  photograph  of  21  ocean-going 
Wiesel  ships,  then  sailing  the  seas,  and  of  tonn^e  running  from  6,500 
tons  dead  weight  to  10,000  tons  deadweight.  This  is  a  single  fleet, 
the  output  of  a  single  yard.  Nearly  all  these  ships  were  operated  by 
the  Danish  East  Asiatic  Co.,  which  sailed  from  Copenhagan  through 
the  Mediterranean  to  the  East  Indies,  up  the  China  coast,  across  to 
San  Francisco,  and  around  through  Magellan,  and  then  to  Europe. 
Many  of  these  vessels  were  for  over  a  year  at  sea  and  no  en^ne 
trouoles  developed  that  at  any  time  intenerred  with  their  operation. 
They  consumea  about  one-third  the  amount  of  fuel  that  our  oil- 
burning  turbine  engines  consume;  and  because  they  have  no  boilers 
and  no  condensers,  and  because  they  only  have  to  carry  one-third  of 
the  amount  of  fuel,  which  is  carried  in  then*  baUast  tank,  they  have  an 
increase  of  12  per  cent  in  cargo  capacity  over  the  ordinary  commercial 
types  of  tramp  steam  vessels.  It  was  this  denomstration,  these  years 
of  use  of  these  vessels,  that  had  satisfied  every  man  who  knew  the 
world  game  of  shipping  that  these  were  the  only  type  to  be  used  by  a 
nation  having  a  fuel  oil  supply,  long  voyage  commerce,  and  bulk  car- 
goes to  be  carries. 

The  Chairman.  How  many  contracts  had  you  made  and  that  you 
had  not  signed;  or,  for  how  many  ships,  as  nearly  as  you  can  recall. 

Mr.  Denman.  My  recollection  is  that  I  had  signed  for  as  many  as 
over  400  ships,  and  that  on  my  desk  were,  awaiting  my  signature  when 
I  resigned,  or  when  I  received  the  suggestion  of  my  retirement, 
some  70  or  80  ships  more.    These  figures  are  approximate. 

The  Chairman.  All  of  those  to  be  with  Diesel  engines  ? 

Mr.  Denman.  Oh  no;  I  am  referring  now  to  aU  ships.  I  thought 
you  meant  contracts  generally  for  ships. 

The  Chairman.  No;  I  asked  you  how  many  contracts  you  had 
signed  for  Diesel  engines ;  or,  how  many  ships  had  you  negotiated  con- 
tracts for  that  were  to  be  equipped  with  Diesel  engines. 
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Mr.  Denman.'  The  project  which  we  had  was  primarily  for  the 
manufacture  of  enrines;  to  get  estabilshed  in  this  country  

The  Chairman  (interposing).    For  how  many? 

Mr.  Denman.  They  were  to  turn  out  in  the  Cramps  organization  24 
Diesel  motor  ships  of  9,600  tons  deadweight  capacity,  with  a  gain  of 
12  per  cent  over  the  other  types.  That  is  to  say,  they  would  have 
been  12  per  cent  over  the  9,600  deadweight  capacity,  and  of  1 1 .6  knots 
speed  on  trial  trip.  Now,  this  limitatibfa  of  24  ships  was  aUmitation 
of  the  yard's  capacity,  of  the  Cramps  yard,  and  contemplated  two  years' 
construction.  The  engines  and  the  engine  plant  could  be  tremen- 
dously expanded,  from  the  license  used  m  other  Diesel  engine  plants, 
which  I  have  described  here,  and  a  vast  fleet  of  them  could  have  been 
prepared  for. 

The  Diesel  engine  consists  of  some  four  to  six  units  arranged  along 
a  shaft  in  very  much  the  same  way  as  the  cylinders  are  arranged  in 
an  automobile.  The  consumption  of  oil,  however,  or  rather  the 
burning  of  oil,  is  entirely  different  from  that  in  the  case  of  the  auto- 
mobile, as  it  is  not  by  explosion  in  the  cylinders  of  ^as  as  in  the  case 
of  the  automobile  but  consumption  or  burning  of  oil  in  the  cylinders 
of  th5>)?ni<»l  engine.  These  six  units  would  be  smaller  in  size  and 
have  ^.iittHer  parts,  but  of  similar  power  to  steam  reciprocating 
engines,  and  the  midtiplication  of  parts  by  the  process  we  Americans 
are  familiar  with  would  have  enabled  us  to  turn  out  very  large  num- 
bers of  Diesels,  probably  as  rapidly  as  we  did  our  steam  engines. 

The  Chairman.  If  I  understand  your  testimony  correctly  it  is 
that  while  these  various  firms  you  have  enumerated  were  making 
Diesel  land  engines  and  small  l3iesel  marine  engines,  none  of  them 
had  manufactured  Diesel  engines  of  sufficient  size  and  power  to  be 
installed  in  these  ocean-going  steamers,  not  until  the  time  that  you 
had  laid  out  this  program. 

Mr.  Denman.  They  had  built  many  engines  of  size  and  power,  but 
they  were  not  marine  engines.  In  other  words,  they  were  equipped 
to  build  marine  engines  provided  licenses  and  drawings  were  f urmsned 
to  them. 

The  Chairman.  Was  there  a  single  steamship  company  operating, 
a  United  States  corporatton,  an  American  steamship  company,  that 
had  any  ship  constructed  in  which  had  been  placed  the  Diesel  engine, 
at  the  time  you  were  chairman  of  the  board  ? 

Mr.  Denman.  The  United  Fruit  Co.  I  believe  had  a  Diesel 
engine  ship,  but  you  will  remember  that  our  American  merchant 
marine  was  not  particularly  prosperous  up  to  the  war,  and  that 
during  the  earlier  years  of  the  European  war  there  was  very  Uttle 
stimulation  of  it. 

The  Chairman.  Do  you  mean  prior  to  the  war  in  1914  ? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  But  were  there  hnes  operating  ships  in  which 
were  Diesel  engines  that  visited  American  ports  ? 

Mr.  Denman.  Yes;  theDanishEast  Asiatic  Co.,  the  Swedish  East 
Asiatic  Co.,  Fred.  Olsen's  line,  and  others.  The  first  Diesel  to 
come  into  the  port  of  San  Francisco  was  the  Siam,  a  10-000- 
tonner,  which  arrived  there  in  the  year  1913.  I  remember  that  the 
^tire  water-front  group,  the  shipping  group,  went  down  and  visited 
her.    There  had  been  a  number  built  brfore  ner.    She  made  a  voy  age 

177068—20— PT  2 


3184 


SHIPPIKG  BOARD  OPERATIONS. 


around  the  world,  and  I  think  one  or  two  voyages,  with  this  consump- 
tion of  oil  I  haye  described. 

Among  the  ships  coming  in,  of  the  fleet  that  I  represented,  Olsen 
Fleet,  there  was  a  9,600-ton  Diesel  engine  ship,  the  George  Washing- 
ton,  which  I,  as  his  broker  or  agent,  chartered  to  the  Navy  in  the 
fall  of  1916.  She  carried  coals  from  the  Delaware  Capes  to  the  San 
Francisco  Bay,  and  made  the  voyage  with  her  usual  economy  and 
efficiency,  llie  George  Washincfton  was  one  of  the  later  built  vessels, 
before  I  went  on  the  board,  but  the  designs  were  very  little  different 
from-the  Selandia,  which  was  of  the  first  group  built  in  1912,  and 
started  on  her  first  trip  in  February,  1912.  The  George  Washington 
was  afterwards  chartered  by  the  SHipping  Board,  in  the  fall  of  1917, 
and  the  Shipping  Board  experts  made  a  voyage  on  her.  I  have 
seen  their  report.  In  every  respect  it  confirms  the  statements  I 
have  made  here  concerning  the  efficiency  of  these  vessels,  and  that 
was  a  Shipping  Board  voyage  and  the  least  expensive  and  one  of 
the  most  profitable  voyages  made  by  any  Shippmg  Board  ship. 

The  Chairman.  Were  there  any  plants  in  trus  country  that  were 
sufficiently  well  equipped  to  have  undertaken  the  construction  of 
marine  Diesel  engines  for  these  other  ships  which  were  contracted 
for  as  the  result  of  the  war  emergency,  on  a  large  scale  ? 

Mr.  Denman.  Yes;  this  list  I  have  given  you,  all  of  them  have 
been  completed  in  plants  manufacturing  these  large  size  Diesel 
engines.  It  was  a  question  of  design  of  engine  and  of  license  to  use 
them;  we  bidlt  and  expanded  a  very  large  number  of  steam  engine 
plants,  built  new  ones  and  expanded  them,  and  the  parts  to  be  made 
m  a  steam-engine  plant  are  very  much  larger  than  the  parts  to  be 
made  in  these  plants.  The  metallurgical  defects  in  the  Diesel  which 
bothered  the  Diesel  manufacturers  in  1904,  1905,  and  1906,  had  all 
been  solved.  Our  mechanics,  men  who  turned  out  automobiles  and 
the  Diesel  engines  for  submarines,  our  mechanics  in  this  coimtry  are 
as  skilled  in  construction  and  even  more  so  than  mechanics  in  Europe* 
It  is  all  hocus  pocus  and  a  defeatist  policy  to  talk  about  the  superior 
ability  of  Danish  and  Swedish  and  other  European  mechanics.  They 
have  not  come  up  to  us  in  the  matter  of  motor  vehicles  in  any  kind  of 
mass  production. 

The  Chairman.  Had  any  policy  been  adopted  in  the  Board  prior 
to  your  resignation  for  tne  construction  of  any  large  number  of 
Diesel  ships,  outside  of  these  24  that  had  been  arranged  for  ? 

Mr.  Denman.  Outside  of  the  24  arranged  for  ? 

The  Chairman.  Yes. 

Mr.  Denman.  Yes;  the  policy  of  developing  a  plant  for  the  con-^ 
struction  of  engines  beyona  the  hull  capacity  of  the  Cramps  yard. 

The  Chairman.  But,  Mr.  Denman,  you  nad  already  signed  con-^ 
tracts  for  some  400  ships,  and  there  were  some  70  or  80  other  con- 
tracts on  your  desk  awaiting  signature. 

Mr.  Denman.  For  70  or  80  ships  ? 

The  Chairman.  Yes;  contracts  for  70  or  80  ships  on  your  desk 
awaiting  signature  at  the  time  you  resigned.  Those  contemplated 
puttingin  the  steam  marine  engines,  did  they  not  ? 

Mr.  Denman.  Oh  yes.  We  had  the  plants.  We  had  to  get  the 
tonnage.  The  sinkings  by  submarines  m  the  months  of  February, 
March,  April  and  May,  in  which  we  developed  our  pro-am,  were  at 
the  rate  of  13,000,000  dead-weight  tons  per  annum.    Smkings  in  the 
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months  of  May  and  June  would  have  equaled  all  the  wooden  ships 
at  our  highest  estimate  of  production  in  two  years;  just  two  months 
of  sinking  would  have  equaled  that  production,  and  a  shade  over. 
We  had  these  large  steam-engine  plants  in  the  country,  and  of  course 
the  only  thing  to  do  was  to  build  every  steamship  we  could.  The 
idea  I  had  was  that  when  we  came  to  expanding  any  then  existing 
steam  plants  and  building  new  steam  plants,  that  some  of  this  billion 
dollars  we  were  spending  should  go  in  for  these  matured  types  of 
Diesel  engine — not  that  the  whole  thing  should  be  steam  production, 
because  we  could  not  have  gotten  that,  but  that  carefully  we  should 
insert  in  the  American  fleets  this  type  of  engine. 

The  Chairman.  Do  you  know  of  your  own  knowledge  whether  or 
not  those  contracts  were  signed  by  your  successors  ? 

Mr.  Denman.  They  were  not. 

The  Chairman.  Do  you  know  of  your  own  knowledge  whether  any 
Diesel-propelled  ships  were  contracted  for  by  the  Shipping  Board 
after  you  resigned  ? 

Mr.  Denman.  Not  one.  In  all  the  8,000,000  tons  that  we  had 
contracted  for  there  was  but  one  motor  ship,  which  has  not  yet 
reached  her  trial  trip.  The  engines  in  that  ship  were  procured  from 
Burmeister  &  Wain,  in  Copenhagan,  and  sent  over  here,  and  they 
waited  here  for  nearly  a  year  before  they  installed  them.  And  the 
vessel  has  not  yet  been  tried  out.  The  dispute  that  the  fleet  of 
ships — and  three  times  as  many  are  on  the  sea,  with  Burmeister  & 
Wain  engines — the  dispute  that  they  are  talking  about,  that  this  ship 
is  of  an  experimental  type,  and  that  they  are  experimenting  with  the 
Diesel  engine,  which  for  eight  years  has  been  sailing  the  seas  every- 
where, and  for  whose  efficiency  reports  are  available,  the  Danish  East 
Asiatic  Co.  puts  out  its  statements — and  they  will  give  any  informa- 
tion that  we  want — I  say,  there  seems  to  be  that  dispute,  and  we  are 
talking  about  experimenting  with  a  Diesel  engine  ship  some  time 
within  the  next  eight  months,  and  it  is  all  in  the  face  of  this  experi- 
ence that  I  tell  you  about. 

The  Chairman.  We  have  had  some  testimony  to  the  effect  that 
some  Diesel  engines  were  being  constructed  in  a  certain  plant,  and 
which  engines  had  been  tried  out  and  proved  to  be  failures.  Do  you 
know  of  any  such  engines  having  been  made  for  the  Shipping  Board, 
of  your  own  knowledge  ? 

Mr.  Denman.  Well,  of  my  own  knowledge  it  only  goes  to  points  I 
have  read  in  the  technical  journals.  No  contracts  have  been  let  for 
Diesel  engine  imits  of  sufficient  size  to  propel  a  10,000  ton  or  8,000 
ton  vessel  at  proper  speed  for  modern  commerce.  Some  small 
engines  were  ordered  to  be  constructed  in  several  plants,  but  none 
of  them  would  have  been  commercially  available  in  competition  on 
the  sea.  Whether  or  not  they  were  a  success  I  do  not  know.  But  I 
do  know  that  not  a  dollar  of  these  billions  of  dollars  that  have  been 
spipt  has  been  spent  for  the  construction  of  a  Diesel  engine  of  suf- 
ficient size  to  drive  any  10,000-ton  ship  at  a  speed  of  10  knots. 

The  Chairman.  Did  you  procure  these  licenses  in  your  official 
capacity  as  chairman  of  the  Shipping  Board  ? 

Mr.  Denman.  They  were  procured  through  the  Cramps  who  oper- 
ated on  an  American  license,  but  they  did  not  have  the  drawmgs 
that  they  wanted  and  through  Frank  Polk  correspondence  was  taken 
up  

The  Chairman  (interposing).    Through  whom? 
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Mr.  Denman.  Frank  Polk,  Assistant  Secretary  of  State.  Cor- 
respondence was  taken  up  with  the  Danes,  and  the  equipment  that 
the  Cramps  people  desired,  or  the  information  they  desired,  was 
secured. 

The  Chairman.  Were  thev  in  any  position  to  have  undertaken  the 
construction  of  these  Diesel  engines  had  the  contract  been  signed  ? 

Mr.  Denman.  Beyond  any  question. 

The  Chairman.  Why  didn't  you  sign  the  contract? 

Mr.  Denman.  These  contracts  were  presented  to  us  two  days 
before  our  resignation.  We  were  discussing  whether  or  not  we  would 
commandeer  the  plant  and  make  it  a  national  scheme,  like  the  Hog 
Island  scheme,  and  we  were  considering  whether  we  would  sign  the 
contracts,  and,  as  I  say,  the  request  for  our  resignations  came  at  this 
time.  The  first  thing  I  did  was  to  take  the  matter  up  with  Mr. 
Hurley.  I  told  him  of  these  other  contracts  in  contract  form,  ready 
for  signature,  that  they  were  in  the  files  of  the  Shipping  Board.  I 
told  him  of  the  experience  of  the  Danish  East  Asiatic  Co.,  and  of  the 
Norwegian  and  Swedish  fleets,  and  urged  him  to  take  up  the  project. 
I  then  went  to  New  York,  where  I  met  Mr.  Fritz  Olsen,  a  son  of  Mr. 
Fred.  Olsen,  and  told  him  what  I  was  trying  to  do,  and  he  suggested 
that  the  George  Washington,  a  10,000  tonner,  should  be  put  under 
the  American  flag,  so  that  the  Shipping  Board  could  have  a  direct 
and  practical  trial  with  it,  and  study  its  workings,  if  they  were  not 
satisfied  with  the  innumerable  trip  reports  of  all  these  various  owners. 
I  rang  up  Washington  to  see  if  1  could  get  hold  of  Mr.  Hurley,  and 
found  he  was  in  Chicago. 

As  I  went  west  I  stopped  off  and  spent  half  a  day  with  him  at 
Chicago,  and  asked  him  to  enter  into  negotiations  with  the  Olsens 
for  putting  the  George  Washington  under  the  American  flag.  That 
would  have  to  be  a  matter  of  bargaining  with  them,  because  they 
woidd  want  to  have  a  certain  number  of  free  trips,  as  they  were  free 
when  they-remained  outside  of  us.  I  wired  Mr.  Hurley  afterwards 
about  it,  and  he  wired  back  that  they  were  not  going  ahead  on  it. 
I  came  on  again  in  the  following  January,  and  again  urged  him,  and 
he  seemed  to  be  very  much  interested,  but  besides  writing  some 
magazine  articles  we  have  gotten  on  nowhere. 

The  Chairman.  Were  you  the  representative  of  any  firm  or  ship 
operator  prior  to  your  appointment  as  chairman  ? 

Mr.  Denman.  Oh,  of  a  great  many.  •  I  had  had  general  maritime 
practice. 

The  Chairman.  Did  yo  represent  any  Diesel  engine  manufacturer? 
Mr.  Denman.  No;  neither  before  nor  since.  As  a  matter  of  fact, 
I  have  talked  with  no  Diesel  engine  manufacturer  in  the  last  year 
and  a  half  about  Diesels,  have  not  talked  with  one.  I  do  not  have 
my  memorandum  here,  but  I  came  on  to  try  some  cases  here  in  the 
east,  and  heard  that  you  were  going  to  call  me,  and  I  have  availed 
myself  of  the  library  of  the  Motor  Ship,  a  publication  in  New  York. 
I  had  some  discussion  there  with  some  men  disconnected  from  my 


The  Chairman.  Did  you  represent  some  steamship  line  that 
operated  Diesel  engine  property,  shipping  ? 

Mr.  Denman.  Yes,  sir;  I  represented  the  Olsen  line,  and  it  was  the 
Olsen  people  that  offered  to  put  the  George  Washington  imder  the 
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American  flag,  so  that  the  Shipping  Board  could  have  it  directly 
under  its  inspection. 

The  Chairbian.  Was  that  done? 

Mr.  Denman.  It  was  not  done,  but  the  Oeorge  Washington  was 
chartered  by  them  as  I  have  described,  late  in  1917. 

The  Chairman.  Did  you  usually  take  two  days  with  contracts 
coming  to  you,  to  decide  whether  they  would  be  signed  or  not  ? 

Mr.  Denman.  Oh,  it  depended  on  the  questions  involved.  I 
might  take  a  week.  But  there  was  no  delay  in  the  signing  of  con- 
tracts. But  if  you  take  a  pile  of  contracts  that  high  [indicating 
about  a  foot]  with  the  other  administrative  duties  of  your  office,  it 
can  not  be  done  in  the  wink  of  an  eye. 

The  Chairman.  Did  you  inaugurate  aijy  policy  whereby  this  vast 
number  of  contracts  for  the  construction  of  ships,  steel  ships  and 
wooden  ships  and  certain  specified  classes  of  tonnage,  was  to  be 
constructed  under  a  uniform  form  of  contract,  the  main  conditions 
of  which  were  to  be  imiform  in  all  cases;  or  did  you  make  the  best 
bai^ain  you  could  with  the  various  contractors  ? 

Mr.  Denman.  Our  contracts  were  fairly  uniform,  ud  to  the  time 
when  I  left  the  Board.  There  was,  of  course,  a  great  deal  of  discus- 
sion as  to  what  was  the  best  type  of  contract  to  be  used.  There 
had  been  four  methods  of  making  contracts  usually  with  shipyards 
ever  since  I  have  been  practicing  law  and  perhaps  for  a  hundred  years 
before  that:  (1)  There  is  the  pure  lump-sum  contract,  in  which  the 
completed  ship  is  to  be  furnished  for  a  definite  amount,  and  the  risk 
is  taken  by  tne  manufacturer;  (2)  there  is  the  lump-sum  contract 
with  variable  on  certain  items  about  which  there  may  be  doubt; 
the  lump-sum  figure  remaining,  but  there  being  added  to  it  or  sub- 
tracted from  it  a  certain  amount  as  the  items  of  cost  may  be  more  or 
less;  (3)  there  is  the  cost  plus  a  fixed  fee  plan.  These  are  all  old 
shipping  methods  of  contracting.  In  the  cost  plus  a  fixed  fee*  the 
owner  pays  the  entire  cost  but  the  contractor  gets  a  fixed  fee,  which 
does  not  increase  or  decrease  with  the  actual  cost  of  the  vesseU 
(4)  Then  there  is  the  pure  cost-plus  plan,  which  was  for  many  years 
used  by  the  Navy,  surrounded  by  certain  restrictions  as  to  inspection^ 
in  which  the  United  States  or  the  other  party  having  a  ship  construct- 
ed, pays  aU  the  cost  plus  a  percentage  wliich  is  fixed  on  the  total  cost 
of  the  vessel. 

We  very  early  gave  up  the  idea  of  having  a  lump-sum  contract  pure 
and  simple,  becausb  of  the  vicissitudes  of  labor  and  material  facing 
us;  they  were  so  great  that  nobody  would  take  a  contract  of  that  kind. 
Nearly  all  contracts  I  signed  were  for  lump  sum  with  variable  allow- 
ance for  additionals  in  the  case  of  material  and  in  the  labor  scale. 
By  this  method  the  profit  of  the  manufacturer  was  not  increased  by 
the  increased  cost  of  the  vessel,  so  that  he  would  be  tempted  to  run 
up  prices  on  us,  but  he  was  protected  with  regard  to  certain  items 
EDout  which  future  prices  were  doubtful. 

The  Chairman.  Did  you  sign  any  contracts  for  cost  plus  ? 

Mr.  Denman.  Not  one.  There  were  some  cost  plus  a  fixed  fee, 
perhaps,  but  I  do  not  recall  whether  I  signed  them  or  not.  Frankly 
at  this  moment  I  can  not  recall.  But  there  were  no  cost-plus  con- 
tracts  by  which  the  contractor  by  increasing  the  cost  of  the  vessel, 
could  increase  the  amount  of  his  compensation. 
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The  Chairman.  Well,  did  you  sign  any  contracts  under  the  cost- 
plus  plan,  either  cost  plus  a  fixed  fee  or  cost  plus  a  percentage,  in  which 
the  contractor  was  permitted  to  charge  a  percentage  upon  the  in- 
crease in  materials  or  increase  of  wages,  both  of  which  were  made  by 
the  Shipping  Board  or  Emergency  Fleet  Corporation  ? 

Mr.  Denman.  Not  one^  Both  Gen.  Goethals  and  I  were  strongly 
opposed  to  that  system. 

The  Chairman.  Now,  with  reference  to  the  steel  and  wood  ship 
program,  What  was  the  policy  fixed  by  the  Board  while  you  were 
chairman,  Mr.  Denman,  as  to  the  relative  number  of  wood  ships  to 
be  constructed  as  an  auxiliary,  if  that  is  a  proper  term,  to  the  steel 
fleet? 

Mr.  Denman.  The  policy  that  was  adopted  was  the  outgrowth  of 
our  early  experiences  with  the  manufacturers  and  our  foreign  boats 
when  I  first  came  to  the  board.  Answering  your  question  directly, 
the  policy  that  was  adopted — as  announced  by  me  two  weeks  before 
we  engaged  Gen.  Goethals,  and  afterwards  announced  to  the  Congress 
in  a  letter  the  board  wrote  on  the  fifth  of  May,  1917 — ^was  substan- 
tially this:  That  we  should  obtain  legislation  which  would  enable  us 
to  shut  down  high  building  construction  and  bridge  construction 
and  all  other  forms  of  nonwar  steel  manufacture,  and  drive  into 
munitions  and  ships  all  that  material;  expand  the  steel  plate  rolling 
business  as  far  as  we  could  go  to  the  building  of  fabricated  ships  in 
several  plants ;  and  to  build  as  many  wood  ships  as  we  could  without 
disturbing  the  steel  program. 

The  wooden  ship  project  was  brought  to  us  by  Mr.  F.  A.  Eustis, 
a  well-known  yachtsman  and  manufacturing  metallurgist.  He  came 
to  me  in  the  latter  part  of  February,  1917,  and  urged  us  to  build  as 
manv  wooden  ships  as  we  could  on  account  of  the  sinkings  in  the 
north  Atlantic,  then  becoming  very  large.  I  knew  about  the  wooden 
ship,*  because  as  I  say,  I  was  attorney  for  a  wooden  ship  plant,  and 
had  litigated  many  ships  of  wood  construction,  and  was  familiar 
with  their  hulls,  and  particularly  with  that  type  of  large  wooden 
steamer  that  was  used  in  the  coastwise  trade  on  the  Pacific.  I  told 
Eustis  that  I  did  not  think  we  could  get  the  engines  but  I  knew  we 
could  build  the  hulls.  He  said  there  was  a  large  number  of  factories 
in  the  Ohio  and  Mississippi  Valleys  that  could  build  engines  sizable 
for  these  wooden  ships. 

I  then  said  I  did  not  believe  we  could  persuade  the  Congress  to 
accept  such  a  program;  that  as  the  ships  were  commercially  obsolete 
there  would  be  such  an  outcry  against  them  that  the  Congress  would 
not  go  on  the  venture.  He  said  to  me  ' '  Well,  if  you  can  get  behind 
you  some  of  the  biggest  men  in  the  country  do  you  think  the  Congress 
would  accept?"  1  said,  "Yes,  but  where  are  your  men,  who  are 
your  men?  He  mentioned  a  group  of  men,  and  I  think  Gen. 
Goethals.  I  said,  ''If  you  can  get  that  group,  or  the  General  himself, 
to  advocate  the  building  of  wooden  ships  I  think  the  Congress,  would 
be  willing  to  accept  the  project,  always  as  a  supplemental  fleet  to 
steel."  About  a  week  after  that  Eustice  came  into  me  and  said 
Gen.  Goethals  was  in  our  drafting  room.  I  went  in  and  met  him. 
During  that  conversation  he  had  on  his  lap  plans  of  these  two  wooden 
Huff  snips  that  I  have  operated  myself. 

The  Chairman.  The  Huff  type. 
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Mr.  Denman.  Yes,  sir;  the  wooden  HuflF  type  of  ship.  They  were 
smaller  than  the  ships  we  afterwards  constructed,  but  they  were 
stronger  and  were  successful,  as  were  both  types.  Gen.  Goethals 
said,  ''Denman,  this  is  what  you  want  to  do.  Sinkings  are  so  great 
in  the  Channel  and  in  the  North  Sea  that  you  ought  to  build  as  many 
as  you  can."  The  discussion  lasted  some  time,  and  Mr.  White  and 
Mr.  Brent  and  a  number  of  others  I  recall  were  there.  He  left, 
and  as  he  left  he  said,  ''Now,  anything  I  can  do  to  help  you  out 
on  this  I  will  be  glad  to  do."  I  thmk  what  the  General  had  in  mind 
at  that  time  was  if  we  wanted  to  call  him  before  a  Congressional 
Committee  he  would  be  glad  to  offer  his  services.  But  I  took  it 
to  mean  that  if  we  wantea  to  call  upon  him  as  constructor  to  assist 
us  he  would  be  glad  to  do  it. 

Gen::  Goethals  was  not  seeking  a  job,  and  I  did  not  have  that  in 
mind,  but  I  offered  him  $50,000  a  year,  or  suggested  that  as  an 
amount,  and  he  laughed  and  said,  "No;  I  will  take  my  Army  pay." 
There  was  never  any  question  of  pay  about  the  General.  He  is  a 
mighty  good  American.  About  ten  days  after  that  I  went  to  New 
York  and  announced  our  steel  major  program  and  described  in  detail 
at  a  meeting  in  New  York  at  the  Chamber  of  Commerce  our  wooden 
,  program.  This  was  the  day  before  war  was  declared.  The  country 
was  in  a  state  of  hysteria,  and  over  night  the  journalists  of  New  York 
built  me  a  bridge  of  wooden  ships  from  New  York  to  Liverpool,  over 
which  the  victorious  army  of  American  people  and  the  sutlers' 
wagons  were  going  over  to  succor  Europe.  It  was  absurd.  In  those 
reports  there  was  nothing  said  about  our  major  scheme  of*  building 
steel  ships;  but,  fortunately  for  the  record  of  the  thing,  my  speech  was 
taken  down  and  afterwards  published. 

About  a  week  after  that  I  went  to  the  President  and  asked  him  to 
call  General  Goethals  to  assist  us  in  the  building  of  our  war  tonnage. 
And  the  President  did  call  him,  and  General  Goethals  did  come  to  us, 
and  he  did  build  aU  the  steel,  or  started,  initiated  the  building  of  all 
the  steel  and  all  the  wooden  ships  that  could  be  built.  Where  the 
controversy  story  came  out  about  wooden  ships  

The  Chairman  (interposing).  Did  I  understand  you  to  say  that 
Gen.  Goethals  started  the  construction  of  all  the  steel  and  all  the 
wooden  ships  that  could  be  built  ? 

Mr.  Denman.  Started  with  that  plan  in  view,  yes. 

The  Chairman.  But  he  did  not  sign  all  the  contracts  that  the 
Shipping  Board  awarded  for  ship  construction  ? 

Mr.  Denman.  No.  He  started  with  the  campaign  of  building  all 
he  could,  and  during  his  limited  time  we  signed  all  contracts  for  both 
tvpes  of  ships,  he  could  get.  We  both  detested  the  idea  of  wooden 
ships.  We  knew  they  were  obsolete.  Gen.  Goethals — and  I  think  I 
will  not  hurt  his  feelings  in  saying  it — is  not  a  diplomat,  and  he  ex- 
pressed his  dis^st,  as  I  did  on  many  occasions,  and  certain  of  the 
journalists  I  think  received  the  impression  that  his  dislike  for  that 
type  of  ship  for  commercial  purposes  was  addressed  to  the  project  of 
building  them  for  the  war  emergency.  As  a  matter  of  fact,  I  was 
under  the  impression  that  he  had  said  to  various  men  that  he  did  not 
want  to  build  wooden  ships,  and  later,  after  I  left  the  board,  the  ex- 
planation came  out  that  he  had  said  that,  but  that  he  was  referring  to 
the  fact  that  he  did  not  want  to  build  them  with  commercial  use  in 
view.    But  from  the  first  of  June  until  we  left  there  was  never  the 
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slightest  flicker  of  difference  between  Gen.  Goethals  and  myself  on 
theproject  of  building  as  many  wooden  ships  as  we  could. 

The  Chairman.  Did  you  have  any  controversies  with  him  over  the 
matters  which  may  have  been  the  cause  for  his  resignation  ? 

Mr.  Denman.  The  real  difficulty  that  arose  between  the  general 
manager  and  the  board — ^and  it  was  not  between  Gen.  Goethals  and 
me,  but  between  Gen.  Goethals  and  the  Shipping  Board — arose  out 
of  the  division  of  authority  that  was  made  by  the  President.  In  the 
month  of  June  there  was  the  question  in  the  President's  mind  as  to 
whether  or  not  the  entire  building  proffl^am  should  be  given  over  to 
Gen.  Goethals  as  general  manager,  or  wiether  it  should  rest  with  the 
Fleet  Corporation — that  is,  with  Gen.  Goethals  as  general  manager  or 
any  successor  to  the  general  as  general  manager.  The  President 
decided,  in  accordance  with  the  suggestions  of  the  Shipping  Board, 
that  the  power  should  rest  in  the  Emergency  Fleet  Corporation  as  a 
corporation  and  not  in  the  general  manager  as  an  individual.  Gen. 
Goethals,  despite  this,  assumed  that  as  to  the  responsibility  for  the 
program  of  building  ships  it  was  upon  him,  and  the  board  as  direc- 
tors of  the  Emergency  Fleet  Corporation  knew  that  by  the  terms  of 
the  order  they  were  responsible  to  the  Congress,  and  that  they  would 
have  to  account  for  their  expenditures,  and  also  make  the  applica^ 
tions  for  money. 

The  Hog  Island  enterprise  was  then  being  drawn  together  by  Gen. 
Goethals  and  the  board  insisted  that  the  general  take  the  matter  up 
with  them  and  explain  with  some  outline  that  would  be  comprehen- 
sive, just  what  the  Hog  Island  project  was,  so  that  we  could  outline 
to  the  Congress  and  appear  before  your  committees  here  and  get  our 
appropriations.  Now,  Gren.  Goethals  did  not  want  to  waste  the  time 
oi  talking  with  us — and  I  can  sympathize  with  him,  because,  gentle- 
men of  the  committee,  board  management  is  not  efficient  for  rapid 
business,  and  we  were  debating  during  the  period  of  a  week  prior  to 
our  resignations  the  provisions  of  the  proposed  Hog  Island  contract. 
That  was  the  dispute,  if  you  may  call  it  that,  that  was  the  immediate 
preceding  iacident  to  the  request  for  resignations.  There  was  noth- 
mg  about  wooden  ships  in  it. 

The  Chairman.  Did  any  controversy  which  arose  between  you 
and  Gen.  Goethals,  or  between  Gen.  Goethals  and  the  Shippiag  Board, 
or  between  the  general  manager  of  the  Fleet  Corporation  and  the 
Shipping  Board,  result  in  delay  in  the  awarding  of  contracts  or  nego- 
tiations for  contracts  or  in  the  begianing  of  the  actual  construction 
of  ships? 

Mr.  Denman.  Not  one.  There  was  no  delay  other  than  the  move 
arising  from  my  suggestion  as  to  the  cost  or  the  priqe  of  steel.  Of 
course,  those  things  are  essential  ia  the  beginning  of  a  project.  There 
were  no  delays  that  I  know  of.  He  certainly  did  not  hamper  me, 
and  I  am  certain  that  I  did  not  hamper  him.  And  the  matter  was 
practically,  all  of  it,  newspaper  matter. 

The  Chairman.  Do  you  recall  having  awarded  a  contract  for  the 
construction  of  ships  to  the  Sloan  Shipbuilding  Corporation,  or  some 
concern  of  similar  name,  on  the  Pacific  coast,  and  the  making  of  a 
payment  of  $830,000,  or  some  such  amount,  approximately  that  sum, 
as  an  advance  payment  on  one  check,  for  the  construction  of  ships 
m  a  yard  where  there  was  no  way  or  other  plant  equipment  ? 
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Mr.  Denman.  I  do  not  know  anything  about  that,  Mr.  Chairman, 
It  happened  entirely  on  the  managerial  side,  although  I  may  have 
signed  the  Sloan  contract. 

The  Chairman.  Did  you  know  that  it  provided  for  an  advance 
payment  for  that  amount  at  the  time  you  signed  it  ? 

Mr.  Denman.  I  know  with  regard  to  stimulating  new  yards,  that 
I  took  the  recommendations  or  arrangements  of  Gren.  Goethals  with- 
out comment.  In  each  case  judgment  had  to  be  made  as  to  whether 
or  not  the  tremendous  need  for  vessels  required  Gen.  Goethals  to  take 
a  chance  as  to  the  solvency  or  efficiency  of  the  contractor,  and  I  did 
not  feel  that  it  was  up  to  me,  on  the  operating  and  planning  end 
with  all  the  other  things  I  had,  to  interfere  with  the  decisions  he 
made.  If  I  had,  the  general  would  have  had  the  right,  in  my  opin- 
ion, to  make  the  criticism  that  has  been  made  from  time  to  time  on 
the  board,  on  us,  that  we  were  falUng  over  one  another 

The  Chairman.  You  had  to  sign  those  contracts,  didn't  you  ? 

Mr.  Denman.  Yes,  sir;  I  did. 

The  Chairman.  When  you  had  a  pile  of  contracts  such  as  you 
indicated  a  while  ago,  about  a  foot  high  on  your  desk,  didn't  you 
have  a  brief  or  a  summary  of  what  the  contracts  contained  ? 

Mr.  Denman.  No;  they  were  nearly  aU  of  uniform  form. 

The  Chairman.  But  this  one  was  not. 

Mr.  Denman.  I  do  not  recall  the  terms  of  the  Sloan  contract. 
But  the  imderstanding  was  from  the  beginning  that  Gen.  Goethals 
from  the  time  of  his  arrival  there  until  his  departure,  should  be 
supreme  in  his  contact  with  the  contractors  and  that  I  was  not  to 
interfere.  It  was  only  in  the  question  of  types,  and  the  general 
fundamental  poUcy  that  the  board  over  him  was  to  participate  in  the 
shipbuilding  program. 

The  Chairman.  Well,  was  he  to  be  supreme  in  the  location  of  new 
plants  ? 

Mr.  Denman..  Exactly. 

The. Chairman.  And  the  number  of  ships  that  were  to  be  built? 

Mr.  Denman.  Well,  there  was  no  limit  to  the  number.  It  was 
something  along  this  line,  as  many  as  they  could  build.  But  you  can 
see  with  the  mass  of  contracts  that  were  let,  decisions  had  to  be 
made  very  rapidly  and  that  was  his  job. 

The  Qhairman.  Was  he  to  be  supreme  in  the  number  of  ships  the 
new  plants  were  to  build  ? 

Mr.  Denman.  He  was. 

The  Chairman.  Was  he  to  be  supreme  in  the  matter  of  the  price 
they  were  to  receive  ? 

Mr.  Denman.  He  was,  barring  the  questions  of  such  raw  material 
as  steel. 

The  Chairman.  Was  he  to  be  supreme  in  the  matter  of  estimates 
upon  which  advances  were  to  be  made? 
Mr.  Denman.  He  was. 

The  Chairman.  Was  he  to  be  supreme  in  the  matter  of  the  share 
which  the  Government  should  pay  m  the  construction  of  new  yards, 
installation  of  shipbuilding  equipment  ? 

Mr.  Denman.  He  was. 

The  Chairman.  And  all  those  matters  and  many  others  of  similar 
character  were  to  you,  as  chairman  of  the  board,  matters  of  detail,  I 
assume,  over  which  you  exercised  no  supervision. 
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Mr.  Denman.  That  is  correct,  nor  could  I  have  done  it. 

The  Chairman.  And  the  only  thing  you  did  as  chairman  of  the 
board  was  to  sign  contracts  whenever  they  came  up  bearing  Gen. 
Goethals^  approval. 

Mr.  Denman.  And  to  endeavor  by  a  study  of  them  to  keep  the 
contract  and  what  was  going  on  in  mind  and  be  in  a  position  to  defend 
the  general  program  when  called  before  the  committees  of  the  Con- 
gress. 

The  Chairman.  Assuming  that  a  shipbuilding  concern  on  the 
Pacific  coast  had  one  yard,  say  at  Olympia,  of  limited  capacity,  not 
exceeding  four  ways;  that  they  desired  to  secure  a  contract  from 
the  Shipping  Board  for  the  construction  of  ships,  and  had  in  mind 
establishing  a  plant  at  Anacortes,  State  of  Washington,  at  which 
point  there  was  no  way  or  yard  or  equipment  or  any  facilities  for  build- 
mg  ships  

Mr.  Denman  (interposing) .  Wood  or  steel  ? 

The  Chairman.  Either,  out  these  were  wooden  ships.  Do  you 
know  of  any  reason  why  such  a  concern  should  receive  a  contract 
for  building  ships  at  their  Olympia  plant  and  also  for  the  establish- 
ment of  a  plant  at  Anacortes,  and  be  given  a  check  for  some  eight 
hundred  and  odd  thousand  .dollars,  with  a  provision  in  the  contract 
that  future  payments  were  to  be  made  when  they  could*  satisfy  the 
Shipping  Board  that  they  had  ordered  material  or  created  liability  ? 

Mr.  Denman.  Well,  I  have  

The  Chairman  (interposing).  Assuming  those  facts  to  have  existed 
at  the  time  you  signed  this  contract,  I  mean. 

Mr.  Denman.  I  can  give  a  number  of  suggestions  regarding  that 
situation :  In  the  first  place,  was  the  plant  they  had  coupled  with  the 
material  they  would  buy  with  the  $800,000,  security  for  that 
*  $800,000  ?  I  do  not  know  that.  Second,  were  the  housing  and  labor 
conditions  at  the  second  location  such  as  to  make  it  desirable  to  have 
a  new  plant  established  there,  for  the  loggers  and  bridge  builders  and 
lumbermen  of  various  types,  at  the  second  place  that  were  not  at  the 
first,  for  the  convenient  building  of  ships  there  ?  I  do  not  know  that. 
I  do  know  this,  that  in  my  logging  operations — and  I  am  logging  in 
a  forest  some  eight  billion  feet  of  fir — we  scatter  our  operations  there 
so  as  to  bring  the  chief  operations  of  the  forest  near  villages  and 
towns,  where  we  can  get  our  labor  from  the  villages  and  towns  to  do 
the  work.  I  do  not  know  about  the  Anacortes  matter.  I  could  not 
help  you  on  that.  It  may  have  been  a  break.  They  were  going 
very  fast. 

The  Chairman.  Mr.  Denman,  isn^t  it  your  judgment  now  that  a 
good  deal  of  the  haste  which  was  shown  in  the  executing  of  con- 
tracts in  those  early  days,  with  the  hope  and  expectation  of  securing 
ships  within  a  reasonably  short  time,  was  not  well  founded,  and  that 
unusual  delay  resulted  in  the  delivery  of  ships  because  of  the  haste 
in  executing  contracts  ? 

Mr.  Denman.  There  was  that  element  in  it,  Mr.  Chairman.  But  I 
want  to  say  this  about  it;  we  were  not  building  any  ships  in  this 
country,  and  we  had  to  get  the  minds  of  men  riveted  on  the  creation 
of  specific  plans.  Now,  until  you  had  hooked  a  man  by  contract, 
had  nailed  him  down  by  an  obligation  to  build,  you  did  not  get  any 
constructive  results  in  these  new  building  entities.  Our  scheme  was 
to  hook  as  many  as  we  could;  get  them  nailed  down  and  get  them 
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going.  Some  would  fail,  but  the  most  of  them  we  hoped  would  suc- 
ceed. And  we  contemplated  that  there  would  be  great  waste.  We 
were  very  glad  that  it  was  not  as  bad  as  it  was  with  airplanes.  We 
were  certain  that  by  this  process  we  would  get  men  to  do  something 
they  had  never  done  before,  and  that  we  woifld,  first,  have  to  overpay 
them  to  get  them  going;  and,  second,  that  we  would  have  to  antici- 
pate that  a  number  would  not  be  successful.  Now,  if  I  were  going 
throi^h  the  same  thing  a^ain,  and  were  in  charge,  as  I  was  not,  of 
building  ships,  I  would  do  just  as  Gen.  Goethals  and  Mr.  Schwab  did. 
Mr.  Schwab,  I  think,  made  the  greatest  contribution  of  anybody, 
of  all  of  us,  to  the  shipbuilding  program.  Mr.  Schwab  is  not  a  detail 
man,  and  he  is  not  a  detail  executive.  But  Mr.  Schwab  would  take 
a  fellow  and  by  some  almost  mystic  process  that  he  had,  would  take  ^ 
a  fellow  who  wanted  to  build  2  ships  and  nail  him  down  for  10 ;  and 
by  the  time  the  fellow  had  gotten  out  of  the  office,  and  he  was  signed 
up  for  10,  he  was  getting  his  men,  superintendents  and  organization, 
for  the  building  oi  10  ships  and  possioly  out  of  it  we  would  get  5. 

The  Chairman.  Possibly  you  would  get  five  what? 

Mr.  Denman.  Five  vessels. 

The  Chairman.  Delivered? 

Mr.  Denman.  Delivered;  yes.  I  mean  to  say  that  we  had  to  take 
fellows,  many  of  whom  had  never  built  ships — and  as  I  remember 
the  Skinner  &  Eddy  group,  who  made  such  a  marvelous  success,  had 
never  been  in  the  shipbuilding  business,  in  a  large  way  at  least. 
And  when  I  say  a  marvelous  success,  I  mean  in  rapid  construction 
of  tonnage.  You  will  remember  that  they  took  a  sand  spit,  with 
iMTush  on  it,  and  in  10  months  had  a  trial  trip  of  an  8,000-ton  ship. 
And  that  was  done  on  what  had  been  10  months  before  .a' sand  spit. 

The  Chairman.  And  they  took  over  a  yard  next  to  them? 

Mr.  Denman.  Yes,  sir;  and  they  drained  existing  yards  of  work- 
men, up  and  down  the  coast. 

The  Chairman.  The  Macey  award  did  not  bother  the  Skinner  & 
Eddy  contract  very  much  ? 

Mr.  Denman.  Oh,  no.  I  am  not  defending  the  methods  pursued, 
but  what  they  did  was  a  marvelous  accomplishment  in  getting  ships 
out.  The  great  trouble  we  had  all  over  the  United  States  was  in 
adjusting  all  these  different  fellows,  their  individual  demands  for 
labor  and  supplies.  But  you  can  not  get  me  to  defend  the  theory, 
or  hope  for  me  to  defend  the  shipbuilding  program  of  ourselves  or 
any  of  our  successors  on  the  ground  that  it  was  not  wasteful;  the 
very  method  involved  the  certainty  that  a  number  of  the  men  we 
got  would  be  very  wasteful  indeed. 

Mr.  Foster.  Did  you  sign  the  Skinner  &  Eddy  contract  ? 

Mr.  Denman.  I  do  not  recall.  It  was  under  consideration  when 
I  was  there  and  I  think  I  did. 

Mr.  Foster.  Do  you  remember  that  there  was  some  feature  of 
that  contract  providing  that  a  government  auditor  would  not  be 
allowed  to  go  in  and  take  charge  there  ? 

Mr.  Denman.  No;  I  do  not  recall  that. 

Mr.  Foster.  Do  you  remember  any  of  the  features  of  that  contract 


Mr.  Denman.  I  am  not  familiar  with  the  plant  at  all,  except  that 
the  first  ship — 
Mr.  Foster  (interposing).    I  mean  the  contract. 
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Mr.  Denman.  I  am  not  familiar  with  the  terms  of  the  contract  or 
with  the  plant. 

Mr.  Foster.  You  do  not  know  of  an  reason  why  any  such  feature 
should  have  been  in  there  ? 

Mr.  Denman.  Why  an  auditor  should  go  there  and  not  to  other 
plants  ? 

Mr.  Foster.  No;  just  the  other  way,  why  an  auditor  should  not 
be  allowed  to  go  there  ?    They  are  up  at  Seattle,  aren^'t  they  ? 

Mr.  Denman.  Yes,  sir. .  Really  I  can  not  tell  you.  I  presimie  it 
it  was  a  break. 

Mr.  Foster.  You  do  not  remember  that  you  signed  any  contract 
with  them,  whether  you  did  or  not  ? 

Mr.  Denman.  I  do  not  recall.  I  know  that  Skinner  &  Eddy 
'  were  under  discussion  at  the  time,  and  they  were  building  a  very  large 
number  of  ships  when  we  organized  the  board. 

The  Chairman.  You  stated  in  reply  to  my  last  question  that 
waste  did  result  from  the  shipbuilding  program. 

Mr.  Denman.  Yes,  sir;  an  enormous  waste. 

The  Chairman.  Do  you  think  that  as  it  has  turned  out  that  the 
particular  contribution  Mr.  Schwab  made,  which  you  have  indicated, 
of  getting  men  who  wanted  to  build  2  ships  make  a  contract  for 
10  and  who  delivered  5,  and  then  filing  claims  for  the  remaining  5, 
which  called  for  large  expenditures  of  money,  is  really  a  commend- 
able contribution  to  the  shipbuilding  program. 

Mr.  Denman.  No;  I  did  not  mention  the  latter  portion. 

The  Chairman.  But  I  did. 

Mr.  Denman.  We  are  now  talking  about  paying  for  the  dead 


The  Chairman.  As  the  result  of  creating  enthusiasm  of  the  builder 
to  take  10  ships  when  he  was  only  able  to  take  2,  and  bringing  about 
this  result,  do  you  think  that  a  good  thing  ? 

Mr.  Denman.  Mr.  Schwab  is  the  best  man  to  defend  that  policy. 

The  Chairman.  I  am  not  asking  you  to  defend  it,  but  you  spoke  of 
that  as  being  a  contribution  to  this  work. 

Mr.  Denman.  I  am  not  attempting  to  defend  it.  But  you  are  ask- 
ing my  opinion,  and  I  want  to  state  what  the  facts  are. 

The  Chairman.  I  wanted  to  get  what  you  thought  of  that. 

Mr.  Denman.  I  want  to  tell  you  what  the  facts  are,  no  matter 
whether  it  hits  me  or  whom  it  strikes.  This  thing  is  sometimes  over- 
looked: The  Army  asked  us  to  prepare  for  a  four-year  war.  You 
know  you  have  to  have  a  program,  huge  in  general  outline,  and  Secre- 
tar>r  Baker,  and  I  think  it  was  Admiral  Benson  or  Secretary  Daniels, 
advised  us  that  as  things  looked  in  1917,  even  if  we  might  be  able  to 
shorten  the  war,  that  we  should  make  preparations  on  the  theory  of 
a  four-year  conflict.  Now,  those  deliveries  that  my  administration 
would  have  been  responsible  for  had  we  carried  out  our  original  con- 
tracts contemplated  about  a  two-and-a-half-year  to  a  three-year  pro- 
gram.   What  Mr.  Schwab  had  in  his  mind  at  this  time  I  do  not  know. 

The  Chairman.  What  were  you  doing,  Mr.  Denman  ?  You  said 
you  had  no  time  to  examine  those  contracts,  to  examine  what  the 
particular  features  of  them  were;  what  were  you  occupied  with  ? 

Mr.  Denman.  I  do  not  think  I  quite  said  that,  Mr.  Chairman.  I 
said  I  had  to  wait  sometimes  before  I  could  make  an  examination  of 
contracts.    I  attempted  to  go  through  them,  and  there  were  many 
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of  them  identical  except  as  to  minor  provisions  of  price.  I  was  doing 
many  things.  It  is  very  hard  to  draw  a  picture  of  the  war  activities 
there,  and  a  discussion  of  that  kind  would  involve  the  whole  question 
of  board  management,  on  which  I  have  very  definite  opinions.  I 
agree  with  Gen.  Goethals,  though  not  in  the  phraseology  used,  that 
board  management  can  not  successfully  conduct  large  vital  enter- 
prises where  the  results  must  be  produced  either  in- competition  with 
national  competitors  or  to  meet  an  emergency  quickly.  And,  as  a 
matter  of  fact,  the  work  that  was  done  by  all  th^  administrators  in 
Washington  was  very  largely  done  on  their  own  initiative  with  com- 
paratively little  board  concurrence  in  the  projects  that  each  under- 
took. For  a  period  of  between  four  and  five  weeks  I  scarcely  ever 
appeared  at  the  meetings  of  the  Shipping  Board.  I  arranged  with 
Mr.  Brent,  vice  chairman,  the  detail  Dusiness  of  the  day,  days  filled 
with  little  questions  as  to  whether  or  not  we  would  let  a  tug  go  over 
to  Canada,  or  a  ship  go  to  Cuba,  or  an  ice  breaker  go  to  the  White 
Sea — things  that  had  to  be  done  but  tnat  had  nothing  to  do  with  the 
fundamental  policies  or  with  obtaining  legislation.  And  the  board 
bore  with  my  absence  with  some  degree  of  kindness.  During  that 
time  I  was  mainly  with  the  Congress. 

I  was  also  one  of  three  conferees  that  sat  with  the  British  Commis- 
sion in  the  harmonization  of  the  administration  of  ships  between  the 
Interallied  Charter  Commission  and  the  Allies.  There  were  many 
things  to  be  harmonized  in  Washington,  and  there  were  grave  diffi- 
culties there  because  of  the  very  strong  and  almost  hysterical  senti- 
ment that  caused  the  British  and  others  to  have  the  idea  that  on 
account  of  their  prior  supremacy  in  ships  they  should  be  permitted 
to  dominate  in  the  administration  of  shipping  affairs  in  Washington. 
And  a  good  argument  could  be  made  on  that  side  of  the  question, 
and  many  gentelmen  seemed  to  favor  it.  The  Cunard  ship  transac- 
tion is  an  excellent  illustration  of  that:  When  I  first  came  to  Wash- 
ington I  had  a  discussion  with  Sir  Richard  Crawford.  Sir  Richard 
was  the  minister  of  Great  Britain  in  Washington  while  Spring-Rice 
was  the  ambassador.  The  commission  to  Sir  Richard  was  a  commis- 
sion concerning  ships  and  commerce.  Early  after  my  arrival  here 
I  told  him  that  we  wanted  to  build,  with  our  $50,000,000,  which  was 
our  first  appropriation  from  the  Congress  before  the  war,  a  number  of 
steel  cargo  ships  at  various  American  yards.  Between  that  con- 
versation and  the  third  or  fourth  week  in  April  the  Cunard  Steamship 
Co.,  apparently  as  a  private  corporation  but  as  it  turned  out  with  the 
funds  of  the  British  Empire,  placed  orders  for  1,025,000  tons  of  steel 
ships  of  the  type  that  I  desired,  with  American  shipbuilders,  filling 
up  everybody,  the  remaining  stockage  of  the  then  existing  yards. 

One  of  the  reasons  why  the  wooden  ship  matter  came  up  was 
because  when  we  attempted  to  obtain  contracts  for  steel  ships  we 
could  not  get  any  contracts  from  the  American  builders;  they  were 
afraid  we  would  be  less  generous  in  our  terms^  than  the  various 
foreigners,  Norwegians,  Swedes  and  the  Cunard  line,  who  were  con- 
tracting for  ships.  In  that  first  conversation  with  Sir  Richards  I 
said  to  him  that  we  hoped  all  of  the  facilities  of  the  American  yards 
would  be  reserved  for  American  ships,  and  that  I  was  going  to  ask  for 
legislation  that  would  make  this  possible. 
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NoV,  see  the  absurdity  of  that  position — that  we  Americans 
should  be  building  wooden  tubs  for  the  supplying  of  our  Allies,  or 
nations  who  afterwards  became  our  allies,  and  Great  Britain,  while 
they  were  using  our  steel  shipyard  facilities  for  constructing  steel 
ships  on  their  account.  And  those  steel  contracts  of  the  Cunard 
line  were  not  hurry-up  contracts;  they  were  single  shift  contracts, 
getting  the  minimum  of  efficiency  out  of  the  yards. 

The  negotiations  that  I  conducted  with  Mr.  Balfour  regarding 
these  ships  occupied  considerable  of  my  time  and  a  great  deal  of  my 
thought.  I  was  embarrassed  there  because  there  swept  over  Wash- 
ington a  propaganda  that  Denman  was  anti-British;  that  in  attempt- 
ing to  get  back  these  million  tons  into  American  contracts  I  was  in 
some  way  hostile  to  Great  Britain.  I  got  it  from  the  tea  tbaies,  and 
at  dinner,  and  very  often  from  my  friends,  and  from  various  sources 
in  the  administration.  Now,  it  was  not  true  that  I  was  anti-British. 
Our  program  contemplated  stopping  the  building  of  high  buildings 
and  bridges  and  of  American  nonwar  construction  for  the  purpose  of 
hurrying  up  these  ships.  We  were  going  to  turn  courselves  commer- 
cially inside  out  to  build  the  very  ships,  to  conserve  and  bring  in 
the  steel  for  the  very  1,025,000  tons  that  the  Cunard  line  had  contrac- 
ted for;  and  to  insist  that  when  the  ships  came  out  as  the  result  of 
that  complete  revolution  and  reversal  of  the  American  policy  of 
steel  construction,  they  should  be  under  the  American  flag,  is  Ameri- 
can, but  it  is  not  anti-British. 

When  the  case  was  finally  presented,  Mr.  Balfour,  after  some  two 
or  three  weeks  of  negotiation  with  other  members  of  the  commission 
as  well  as  with  Mr.  Balfour  himself,  he  wrote  a  letter  to  me  which 
offered  to  turn  over  the  contracts  to  us,  and  that  letter  was  the  basis 
.  ultimately  of  the  settlement  between  ourselves  and  Great  Britain  as 
to  those  contracts. 

That  was  one  of  the  activities  that  I  was  engaged  in.  I  was  also 
engaged  in  combating  the  continued  statements  that  the  Diesel 
engine  was  not  successful  and  was  in  an  experimental  stage.  One 
of  the  leading  British  ship  engineers  in  Washington  attempted  to 
tell  me  that  the  thing  was  experimental,  but  he  very  quickly  changed 
his  tone  when  I  told  him  I  had  been  attorney  for  Fred.  Olsen's  fleet, 
and  knew  all  about  the  East  Asiatic  Fleet,  and  the  35  odd  large  size 
vessels  that  then  were  sailing  on  the  sea.  Josephus  Daniels  him- 
self said  to  me  ''Your  English  friends  do  not  seem  to  think  much  of 
the  Diesel.^ ^  The  same  remark  was  made  to  me  by  Mr.  Brent,  my 
associate  on  the  board.  Everywhere  was  the  urging,  not  the  direct 
statement,  that  there  was  not  confidence  in  the  Diesel  ships. 

The  Chairman.  Mr.  Denman,  it  is  now  12.15  o^clock  p.  m.,  and  the 
House  is  in  session,  and  inasmuch  as  there  may  be  a  number  of  im- 
portant matters  considered  and  some  votes  taken,  we  will  be  unable 
to  sit  this  afternoon,  but  we  will  hear  you  again  in  the  morning  at 
9.45. 

Mr.  Denman.  I  will- continue  the  account  of  the  difficulties  Thad 
in  the  adjustments  with  our  Allies,  when  I  come  on  to-morrow  morning. 

(Thereupon,  at  12  o'clock  and  15  minutes  p.  m.  the  committee 
adjourned  until  to-morrow,  Tuesday  morning,  December  14,  1920^ 
at  9.45  oclock.) 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
Washington,  D/C,  Tuesday,  December  14,  1920. 
The  committee  met  in  the  caucus  room,  House  OflBce  Building,  at 
9.45  a.  m.  pursuant* to  adjournment  on  yesterday,  Hon.  Joseph 
Walsh  (chairman)  presiding. 

Also  present:  Representatives  Kelley,  Hadley,  Foster,  Steele,  and 
Connally,  the  other  members  of  the  committee. 

The  Chairman.  The  committee  will  come  to  order.  The  chair- 
man has  received  a  statement  from  Mr.  Gillen,  in  response  to  questions 
propounded  at  one  of  the  previous  hearings,  I  think  by  Mr.  Steele, 
which  he  has  reduced  to  writing,  and  about  which  he  has  stated  to 
the  chairman  he  will  be  prepared  to  be  exammed  later.  If  there  is 
no  objection  this  statement  can  be  put  into  the  record,  and  Mr.  Gillen 
will  be  heard  later  when  there  is  an  opportunity  for  him  to  be  exammed 
(The  statement  referred  to  is  here  prmted  m  full  in  the  record  ^ 
as  follows :) 

New  York,  N.  Y.,  December-Q,  1920. 
Select  Committee  on  United  States  Shipping  Boa|id  Operations, 

Horise  of  Representatives,  Washington,  D:  C. 
Attention  Hon.  Joseph  Walsh,  chairman. 

Honorable  Sirs:  At  the  close  of  my  testimony  before  your  committee,  it  was 
requested  that  constructive  suggestions  to  correct  the  conditions  and  evils  surrounding 
the  Shipping  Board  and  the  Emergency  Fleet  Corporation  be  submitted.  Permit  me 
to  say,  as  an  opening  word,  that  the  testimony  adduced  on  my  examination  by  your 
honorable  committee  was  arranjp;ed  in  an  analytical  maimer,  as  one  would  analyze  the 
affairs  of  any  large  corporation  for  a  banking  house — the  corporate  property,  the  hand- 
ling of  it,  and  tne  difficulties  surrounding  its  functions  are  set  forth  therein.  That 
testimony  and  the  discussion  of  fact  and  remedies,  which  I  will  now  present  pursuant 
to  ^rour  request,  have  not  been  made  in  a  spirit  otherwise  than  that  of  constructive 
criticism  of  the  Jones  bill;. for  I  hold  that  piece  of  pioneer  shipping  legislation  in  high 
regard. 

DISCUSSION  AND  REMEDIES. 

The  Emergency  Fleet  Corporation,  with  all  its  activities,  should  be  completely 
eliminated  from  any  connection  with  the  Shipping  Board.  The  Shipping  Board  ha& 
ultimately  to  do  with  matters  of  commerce  and  wefiare  of  the  nation,  while  the  Emer- 
gency Fleet  Corporation  is  fundamentally  a  liquidation  affair  involving  Government 
finance  and  appropriation.  Any  reorganization  at  this  time  must  keep  clear  this 
separation,  not  only  between  the  Shipping  Board  and  the  Emergency  Fleet  Corpora- 
tion but  in  the  conmiittee  control  of  the  House  and  Senate  as  well. 

SEPARATE  AND  DISTINCT  FUNCTIONS  OP  THE  SHIPPING  BOARD  AND  EMERGENCY  FLEET 

CORPOBATION. 

The  Shipping  Board  has  charge  of  the  operation  of  some  1,400  ships  on  the  seas  o 
the  world.  It  is  confronted  with  present  problems  arising  out  of  freight,  supplies 
wharfage,  stevedoring,  operating  companies,  trade  routes,  and  ultimately,  when  the 
fleet  has  been  liquidated,  its  duties  will  be  confined  to  the  Federal  regulation  of  our 
privately  owned  merchant  marine  for  the  national  welfare,  as  set  forth  in  the  Jones 
bill  and  future  amendments. 

The  Emergency  Fleet  Corporation  was  created  to  build  the  above  fleet.  It  built 
shipyard  plants,  let  many  great  contracts,  purchased  large  quantities  of  material, 
ana  created  vast  liabilities. 

The  function,  activities,  and  liabilities  of  these  two  corporations  are  entirely  different 
and  distinct.  There  are  great  problems  before  each  oi  those  bodies.  The  commis- 
Bioners  of  the  Shipping  Board  are,  and  act  to  day  as,  the  trustees  and  officers  of  the 
Emergency  Fleet  Corporation,  trying  in  a  dual  capacity  to  manage  and  solve  the 
gigantic  problems  of  both  institutions.  The  chairman  of  the  Shipping  Board  is  also 
t&  president  of  the  Emergency  Fleet  Corporation.  The  Senate  Commerce  Com- 
mittee and  the  Merchant  Marine  and  Fisheries  Committee,  in  the  formation  of  the 
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Jones  bill,  have  been  working  with  the  great  fundamental  laws  of  shipping,  in  a 
pioneer  field,  and  thus  have  not  had  an  opportunity  to  come  in  contact  with  and 
solve  the  great  problems  arising  out  of  the  liquidation  of  the  Emergency  Fleet  Cor- 
poration. 

There  are  no  practical  difficulties  attendant  upon  the  separation  of  these  two  bodies— 
^kch  has  today  a  separate  organization  as  to  accoimting  and  managerial  force,  as  dis- 
tinct and  separate,  one  from  the  other,  as  are  their  duties  apd  functions. 


The  Shipping  Board  should  have  full  control  of — 

(a)  The  management  of  the  1,400  Government-owned  ships. 

(6)  The  interpretation  and  enforcement  of  the  laws  and  r^idations  laid  down  under 
the  Jones  bill  and  its  necessary  amendments — an  overwhelming  piece  of  managerial 
and  regulatory  work. 

It  should  consist  of  seven  members,  selected  for  their  known  experience  and  quali- 
fications to  handle  the  large  problems  arising  out  of  the  management  of  this  great  prop- 
ertv;  to  wit:  The  176  ship  operating  corporations  that  directly  manage  the  physical 
and  commercial  operation  of  the  ships.  The  primary  qualifications  for  the  appoint- 
ment of  these  men  should  be  their  general,  known  busmess  abiUty  and  experience. 
Each  should  be  selected  for  a  special  ability,  so  that  when  the  Board  is  complete  it  will 
include — 

A  member  experienced  in  large  executive  and  corporate  work,  as  chairman. 
A  member  experienced  in  accounting  and  finance,  of  the  banker  or  large  business 
type. 

A  member  experienced  in  shipping. 

A  member  experienced  in  ship  construction. 

A  member  experienced  in  raifroad  transportation. 

A  member  experienced  in  admiralty  law. 

A  member  exp)erienced  in  railroad  or  commercial  legal  affairs. 

The  salary  of  the  chairman  should  be  $18,000  a  year,  and  of  the  other  members  of  the 
l)oard,  $15,000  a  year. 

Each  of  the  members  should  have  charge  of  one  of  the  departments  of  the  Shipping 
Board  and  should  have  as  an  assistant  an  analyst  who  can  prepare  and  chart  the  records 
of  the  department  that  his  superior  controls,  so  that  when  the  Board  meets  in  session, 
«ach  member  will  bring  to  the  board,  at  all  times,  the  actual  facts  surrounding  his 
department.   The  salary  of  the  analyst  should  be  from  $7,500  to  $10,  000  a  year. 

A  skilled,  executive  managing  operator  should  be  selected  for  the  fleet.  There  are 
at  least  10  steamship  companies  in  New  York  city  that  are  compelled  to  pay  their 
managing  operators  salaries  aroimd  $50,000  a  year  or  more.  A  practical  operating 
manager  should  be  employed.  The  Shipping  Board  would  then  be  able  to  take  charge 
of  the  biggest  piece  of  corporate  work  in  America;  to  wit,  managing  approximately 
1,400  ships  worth  $1,500,000,000,  a  corporate  management  equal  in  size  to  that  of  the 
United  States  Steel  (Corporation. 

The  Shipping  Board,  from  time  to  time,  should  prepare  a  list  of  the  vessels  that  it 
has  for  sale  and  submit  that  list  to  the  Emergency  Fleet  Corporation.  This  will  en- 
able it  to  protect  trade  routes  while  the  liquidation  of  the  fleet  is  going  on.  As  the 
Shipping  Board,  from  time  to  time,  withdraws  boats  from  trade  routes,  or  withholds 
them  from  the  liquidation  corporation  for  sale  purposes,  in  just  so  far  will  liquidation 
of  the  fleet  be  retarded  and  the  Government's  investment  tied  up.  The  Commerce 
Committee  of  the  Senate  and  the  Merchant  Marine  and  Fisheries  Committee  of  the 
House  are  directly  concerned  if  a  too  rapid  withdrawal  occurs,  for  they  are  interested 
in  the  establishment  of  trade  routes.  The  Finance  and  Appropriation  Committees 
of  the  Senate  and  House,  on  the  other  hand,  will  be  directly  mterested,  by  the  failure 
on  the  part  of  the  Shipping  Board  to  wisely  and  promptly  make  deliveries  of  boats 
to  the  liquidating  corporation.  The  time  within  and  the  prices  at  which  these  assets 
are  disposed  of  should  be  ever  under  the  watchful  eye  of  the  Finance  and  Appropria- 
tion Committees.  Congress  should  compel  the  Shipping  Board  and  the  Emergency 
Fleet  Corporation,  by  law,  to  make  semiannual  reports  to  it  of  their  activities — one 
as  of  May  1,  filed  on  June  1;  and  the  other  as  of  November  1,  filed  on  December  1. 
Thus  the  responsibility  for  action  can  easily  be  placed  by  the  American  people  either 
on  the  Shipping  Board  or  the  liquidating  corporation. 
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EMERGENCY  FLEET  CORPORATION. 

The  Emergency  Fleet  Corporation  should  consist  of  seven  members  who  are  ex- 
perienced business  men.  It  should  function  as  a  liquidating  corporation.  It  should 
be  charged  with — 

(a)  lie  sale  of  approximately  1,400  ships,  which  at  present  values  are  worth  about 
a  billion  and  a  half  dollars. 

(b)  The  sale  of  surplus  material— valued  at  about  $400,000,000. 

(c)  The  sale  of  housing  projects— about  $60,000,000. 
(a)  The  sale  of  yards  and  equipment. 

(e)  The  completion  of  ships  still  imder  construction  and  contract. 

(/)  The  settlement  of  claims  against  the  Fleet  Corporation;  the  collection  of  claims 
in  favor  of  the  Fleet  Corporation;  suits  for  restitution  and  prosecution  for  violations. 

(g)  All  the  accounting  of  the  Shipping  Board  and  Emergency  Corporation,  except 
the  accounting  for  the  operation  of  the  fleet  from  and  after  March  1,  1920 — the  date 
the  present  operating  agency  agreement  was  put  into  effect. 

This  will  relieve  the  Shipping  Board  of  the  tangle  of  problems  unrelated  to  ship 
operation  that  have  clogged  its  efficiency,  and  permit  it  to  function  as  a  great  mana- 
gerial shipping  institution. 

The  chairman  of  the  liquidating  corporation  should  receive  a  salary  of  $18,000  a 
year,  and  the  other  trustees  $15,000  each.  The  board  when  completed  should  consist 
of— 

A  member  of  outstanding  executive  business  ability,  who  should  be  chairman. 

A  member  with  sales  knowledge  gained  in  handling  large  units,  for  the  sale  of  ships. 

A  member  with  sales  knowledge  of  handling  salvage  materials — ^if  possible  secure 
the  services  of  one  of  the  salvage  sales  managers  from  one  of  the  big  railroads  of  the 
country. 

A  member  with  sales  knowledge  of  real  estate — ^a  man  who  has  had  experience  in 
selling  homestead  projects. 

A  member  with  knowledge  of  ship  construction  to  assume  charge  of  the  completion 
of  ships  yet  to  be  finished. 

A  member  with  known  accounting  and  financial  ability. 

A  member  with  commercial  legal  experience,  gained  in  large  affairs — to  handle 
settlements. 

Each  member  of  this  board  also  should  have  as  an  assistant  an  analyst,  who  can  pre- 
pare and  chart  the  records  of  the  department  which  his  superior  controls. 

A  sales  organization  for  the  sale  of  ships  should  be  created  with  an  appraisal  and 
financial  bxireau.  Sufficient  legal  machinery  now  exists  for  carrying  out  the  terms  of 
flhip  sales. 

A  legal  department  should  be  organized  for  the  collection  of  claims  in  favor  of  the 
Government;  and  a  staff  of  15  prosecuting  attorneys  should  be  created — men  selected 
for  their  experience  as  public  prosecutors,  at  a  salary  of  $7,500  a  year — to  prosecute 
the  frauds  in  the  several  districts  of  the  United  States  which  have  occurred  in  the 
operation  of  the  Shipping  Board  and  the  Emergency  Fleet  Corporation  contracts  and 
property.   They  should  be  detailed  and  specialize  as  follows: 

Two  on  supply  companies. 

Three  on  operating  companies. 

Two  on  ship  repairs. 

Two  on  shipyard  cases. 

Two  on  officers  of  ships. 

One  on  stevedoring  charges. 

One  on  docks. 

Two  on  brokerage  and  commissions. 

A  staff  of  five  commercial  trial  lawyers  should  be  employed  for  restitution  cases. 
They  should  all  be  deputized  by  the  Department  of  Justice  under  law,  but  should 
be  appointed  by,  and  be  absolutely  under  the  control  of,  the  Emergency  Fleet  Cor- 
poration. The  Department  of  Justice  is  so  loaded  with  work,  created  out  of  the  war 
that  it  is  impossible  for  effective  results  to  be  gained  unless  this  liquidating  corporation 
is  given  proper  control  to  push  its  cases,  by  and  with  the  consent  of  the  Department 
of  Justice. 

Again,  the  Shipping  Board,  imder  law,  should  have  full  charge  of  the  prosecution 
and  settlement  of  its  admiralty  cases. 

No  other  department  of  the  Government  poss^es  the  liquidating  problems — either 
as  to  the  time  or  extent — as  confront  the  Shipping  Board  and  Emergency  Fleet  Cor- 
poration.   It  should  be  accomplished  in  four  years  if  business  men  do  the  job,  but  if 

S)litic8  intervene  and  soft  berths  are  foimd  for  men  of  either  the  Republican  or  the 
emocratic  party,  on  these  two  boards,  then  a  continuing  loss  to  the  taxpayer  will 
ensue. 
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OFFICES  FOR  SHIPPING  BOARD  AND  EMERGENCY  FLEET  CORPORATION. 

Prior  to  the  war  the  Navy  Department  was  housed  in  the  State,  War,  and  Navy 
Building.  A  new  building  of  900,000  square  feet  of  space  was  built  during  the  war 
for  the  Navy  Department.  Their  needs  and  activities  in  time  of  peace  are  not  equal 
to  those  of  the  Snipping  Board  and  Emergency  Fleet  Corporation.  The  needs  of  tho 
two  latter  named  institutions  will  require  from  350,000  to  400,000  square  feet  of  floor 
space.  The^'  should  be  housed  within  60  days  in  the  Navy  Building.  One  sectioa 
of  the  building  should  be  set  off  for  both,  but  they  shoidd  be  kept  entirely  separate 
and  function  as  separate  corporations.  To-day  the  Shipping  Board  and  Emergency 
Fleet  Corporation  have  their  executive  offices  on  F  Street  in  Washington,  while  the 
supply  and  sales,  accounting  department  for  ship  operation  and  construction,  and  tho 
pay-roll  examiners'  force  are  housed  at  Sixth  and  B  Streets,  a  mile  distant.  This  has= 
always  resulted  in  lack  of  control  and  confusion. 

CONTROL  OP  FUNDS. 

The  Shipping  Board  should  be  given  a  base  appropriation  as  a  reservre  fund  for  ship 
operation,  if  needed,  when  the  law  is  changed,  and  if  any  deficit  occurs,  from  time  to- 
time,  it  can  be  met  by  a  new  appropriation,  so  that  the  American  people  will  know 
what  it  costs  to  operate  its  fleet. 

The  liquidating  corporation  should  be  required  to  submit  to  Congress: 

(a)  Its  budget  of  administration  expense  for  the  ensuing  twelve  months; 

(6)  Its  estimated  cost  for  the  completion  of  construction  now  in  progress; 

(c)  The  estimated  cost  of  the  settlement  of  claims  against  the  Government,  for  a 
period  of  twelve  months. 

It  should  receive  an  appropriation  on  this  basis. 

All  funds  received  by  the  liquidating  corporation  should  be  paid  into  the  General 
Treasury  of  the  United  States  to  the  credit  of  miscellaneous  receipts,  so  that  Congress 
will  have  knowledge  of  the  liquidations  and  thereby  control  the  activities  of  the 
liquidating  corporation. 

FEDERAL  REGULATION  AND  LICENSE  BY  THE  SHIPPING  BOARD  OF  COMPANIES  AND 
PERSONS  ENGAGED  IN  WAREHOUSING,  DOCKS,  STEVEDORING,  SUPPLIES,  SHIP 
REPAIRS,  LIGHTERAGE,  TOWING,  AND  BROKERAGE. 

The  national  surplus  created  by  the  American  manufacturers  and  labor,  wheresoever 
located,  and  more  especially  that  created  by  the  wheat  farmers  of  the  Mississippi 
Valley  and  the  cotton  farmers  of  the  South,  vitally  needs  a  clean,  effective  merchant 
marine,  with  American  sales  agents  in  foreign  fields — and  thus  must  that  merchant 
marine  be  kept  clean  and  effective.  All  the  evils  practically  occur  at  the  pierheads 
in  our  coast  ports.  The  short  experience  of  two  years  now  points  out  that,  as  in  the 
case  of  the  early  history  of  the  railroads  and  the  public  utilities  of  this  country,  so 
there  must  come  to  shipping  a  stronger  Federal  r^ulation  than  is  contained  in  the 
present  law.  There  must  come  Federal  regulation  over  the  warehouses,  docks,  steve- 
dore companies,  supply  houses,  repair  yards,  lighterage,  towing  companies,  and  com- 
mission houses  furnishing  freignt.  The  regulation  must  be  a  fair  and  just  one.  Fair 
valuation  of  asset  values  and  services  should  afford  fair  returns  to  these  subsidiary 
activities.  Officers  and  directors  of  privately  owned  steamship  companies  and  of 
Shipping  Board  operating  companies  are  directly  interested,  in  a  large  way,  in  the 
subsidiary  shipping  activities.  The  evils  that  have  ^rown  up  through  the  destructive 
charges  created  by  these  subsidiary  shipping  activities  will  destroy,  at  its  source,  the 
maintenance  of  our  merchant  marine  and  the  value  of  steamship  securities.  Therefore, 
they  must  be  brought  under  the  control  of  the  Shipping  Board  by  Federal  enactment. 
The  railroads,  with  265,000  miles  of  transportation  facilities,  were  cleansed  with  one 
stroke  by  the  Clayton  Act  and  the  Interstate  Commerce  Act  as  amended.  Similar 
legislation  is  immediately  necessary  for  the  protection  and  growth  of  our  merchant 
marine.  Thus,  this  project — ^national  in  scope  and  usefulness — ^is  freed  and  emanci- 
pated at  the  pierheads,  trom  local  conditions,  political  and  otherwise,  which  throttle 
the  commerce  and  welfare  of  the  Nation  and  exact  secret  tribute  from  the  great 
producing  interior  of  the  Nation.  For  the  first  time,  then,  will  we  have  a  free  and  clean 
outlet  from  our  shores  into  the  seven  seas,  where  no  monopoly  can  exist,  to  face 
intense  world  competition,  carrying  the  surplus  of  our  products  from  factory,  farm, 
and  mine. 

All  the  above  subsidiary  activities  should  be  permitted  to  operate  only  on  license 
granted  by  the  Shipping  Board.  They  should  be  compelled  to  keep  standard  or  uniform 
books  of  account,  such  as  the  Interstate  Commerce  Commission  requires  of  the  rail- 
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roads  opien  at  all  times  to  the  inspection  of  the  Shipping  Board  ^  and  regulated  not 
only  as  to  domestic  business,  but  also  foreign  business  done  within  our  borders.  An 
expert  firm  of  accountants  should  draft  the  different  standard  forms  of  accounting  for 
adoption  by  the  board.  Failure  to  observe  the  rules  of  the  Shipping  Board  should 
result  in  severe  penalties  or  revocation  of  licenses  upon  due  hearings  being  had. 

The  Treasury  act  should  be  amended  so  that  the  Shipping  Board  and  the  Depart- 
ment of  Justice  may  have  access  to  the  Federal  income  tax  statements— past  and 
future — of  corporations  with  which  the  Shipping  Board  has  and  does  business.  All 
business  done  with  the  Shipping  Board  by  those  engaged  in  subsidiary  shipping 
activities,  should  be  verified  twice  a  year  under  oath  of  their  president,  treasurer,  and 
general  manager.  These  subsidiary  activities  have  failed  to  operate  in  a  wise  manner, 
and  the  answer  is  not  Government  ownship  or  the  abandonment  of  the  effort  to 
maintain  a  merchant  marine,  but  Government  regulation.  The  masters  and  all 
oflScers  aboard  Shipping  Board  boats  who  purchase  supplies  or  create  liabilities 
a^inst  the  Government  at  home  or  abroad  should  be  compelled  to  make  oath  at  the 
time  of  receiving  their  salaries  that  they  have  not  accepted  rebates,  bonuses,  or  bribes. 
The  president,  treasurer,  and  general  manager  of  all  the  operating  companies  at  the 
time  of  payment  to  them  of  the  commissions  earned  for  handling  Shipping  Board 
boats  should  be  compelled  to  make  oath  that  they  have  neither  given  nor  received 
nor  have  knowledge  of  the  payment,  directly  or  indirectly,  of  rebates,  bonuses,  or 
bribes.  Criminal  statutes  should  be  enacted  striking  at  crimes  committed  against 
shipping  within  our  borders. 


The  Jones  bill  provides,  section  23:  *'That  the  owner  of  a  vessel  documented  under 
the  laws  of  the  united  States  and  operated  in  foreign  trade  shall,  for  each  of  the  10 
taxable  years  while  so  operated,  beginning  with  the  first  taxable  year  ending  after  the 
enactment  of  this  act,  be  allowed  as  a  deduction  for  the  purpose  of  ascertaining  his 
net  income  subject  to  the  war-profits  and  excess-profits  taxes  imposed  by  Title  III  of 
the  revenue  act  of  1918  an  amount  equivalent  to  the  net  earnings  of  such  vessel  during 
such  taxable  year,  determined  in  accordance  with  rules  and  regulations  to  be  made 
by  the  board:  Provided,  That  such  owner  shall  not  be  entitled  to  such  deduction  unless 
during  such  taxable  year  he  invested,  or  set  aside  under  rules  and  regulations  to  be 
made  by  the  board  in  a  trust  fund  for  investment  in  the  building  in  shipyards  in  the 
United  States  of  new  vessels  of  a  type  and  kind  approved  bv  the  board,  an  amount, 
to  be  determined  by  the  Secretary  oi  the  Treasury  and  certified  by  him  to  the  board, 
equivalent  to  the  war-profits  and  excess-profits  taxes  that  would  have  been  payable 
by  such  owner  on  account  of  the  net  earnings  of  such  vessels  but  for  the  deduction 
allowed  under  the  provisions  of  this  section:  Provided  further,  That  at  least  two-thirds 
of  the  cost  of  any  vessel  constructed  under  this  paragraph  shall  be  paid  for  out  of  the 
ordinary  funds  or  capital  of  the  person  having  such  vessel  constructed. 

That  during  the  period  of  10  years  from  the  enactment  of  this  act  any  person  a 
citizen  of  the  United  States  who  may  sell  a  vessel  documented  under  the  laws  of  the 
United  States  and  built  prior  to  January  1,  1914,  shall  be  exempt  from  all  income 
taxes  that  would  be  payable  upon  any  of  the  proceeds  of  such  sale  under  Title  I, 
Title  II,  and  Title  III  of  the  revenue  act  of  1918,  if  the  entire  proceeds  thereof  shall 
be  invested  in  the  building  of  new  ships  in  American  shipyards,  such  ships  to  be 
documented  under  the  laws  of  the  United  States  and  to  be  of  a  type  approved  by  the 
board. 

The  Government  is  the  biggest  owner  of  shipping  property  in  America,  and  the 
mandate  of  the  people  is  to  sell  that  property.  Therefore,  the  law  should  provide  a 
protection  for  the  Government  as  well  as  one  for  the  shipbuilding  owners  of  this 
country.  As  the  Jones  bill  now  stands,  all  ship  owners  can  keep  their  excess  profits 
if  they  put  the  excess  profit  tax  in  new  ships.  The  exemption  feature  of  the  law 
should  be  extended  so  that  if  a  ship  owner  has  purchased  a  Shipping  Board  boat  and 
is  indebted  to  the  Government  on  that  boat,  the  excess  profits  charged  to  the  profits 
on  that  boat,  shall  be  applied  on  the  debt  against  the  boat.  As  the  law  stands  it 
works  a  manifest  injustice  on  the  Government. 

CONVERSION  OP  ARMY  PORT  TERMINALS  AND  WAREHOUSE  FACILITIES  PROM  ARMY 
PURPOSES  TO  SHIPPING  PURPOSES. 

When  the  Nation  went  to  war  it  had  a  small  Army  and  small  facilities  for  handling 
the  Army.  It  increased  the  Army  and  the  Army  facilities  during  the  war.  It  built 
great  terminal  warehouses  at  the  several  ports  of  the  United  States,  which  were  used 
to  take  care  of  the  supplies  to  the  Allies  and  to  the  9,000,000  men  which  we  expected 
eventually  to  put  across  the  seas.   Capital  of  the  Nation  was  taken  out  of  active 
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business  and  put  into  these  properties  to  an  extent  of  $175,000,000 — almost  the  cost 
of  the  Panama  Canal.  These  huge  port  terminal  facilities  are  no  longer  of  use  to  the 
Nation  for  war  purposes,  and  should  be  put  back  into  active  commercial  life.  They 
should  be  rented  on  a  low  basis  to  the  several  municipalities  or  States  within  which 
they  are  located,  for  shipping  and  commercial  purposes,  under  regulations  of  the 
Shipping  Board,  thus  building  up  commercial  activities  at  our  coast  ports  for  foreign 
business. 

CURTAILMENT  OP  SHIPPING  ACTIVITIES  OP  THE  ARMY. 

When  the  United  States  built  the  Panama  Canal  it  became  necessary  to  build  a 
railroad  running  parallel  to  the  canal,  which  at  present  is  being  operated  by  the  War 
Department.  Shortly  thereafter  it  became  necessary  to  purchase  a  few  boats  to 
take  care  of  the  employees,  troops,  and  supplies  of  the  Government  while  building  the 
canal,  and  to-day  out  of  this  small  beginning  we  have  a  second  merchant  marine  in 
operation  and  under  the  control  of  the  War  Department.  An  investigation  should 
be  made  of  the  extent  of  the  Army  shipping  activities,  and  all  boats  now  operating 
and  used  in  commercial  business  should  be  taken  away  from  the  Army  ana  turned 
over  to  the  Shipping  Board.  The  Government  has  the  power,  in  event  of  war,  to 
commandeer  all  privately  owned  American  ships .  This  small  Army  merchant  marine, 
of  some  25  or  30  ships,  which  they  are  now  operating  and  increasing  in  size  and  coiri- 
mercial  activities,  is  only  an  experiment.  The  operation  of  these  boats  by  the  Army, 
independent  of  and  in*  competition  with  the  Shipping  Board  boats,  is  already  a 
menace  to  the  shipping  interests  of  the  southern  ports  and  the  southern  trade  routes 
of  the  United  States — the  protection  of  which  is  vital  to  the  future  shipping  pros- 
perity of  the  South. 

ADJUST  CONTRACTS  OP  SALE  OP  SHIPS  ALREADY  MADE. 

The  Shipping  Board  has  thus  far  sold  about  185  ships,  some  of  them  of  the  new, 
large  tonnage,  but  many  of  them  are  of  the  small  tonnage.  They  are  out  on  different 
terms  of  payment.  The  prices  for  the  new  tonnage  range  from  $225  per  dead- weight 
ton  down  to  $150.  A  record  of  all  the  sales,  with  the  names  of  the  buyers,  and  first 
payment,  together  with  the  original  agreement  and  the  supplemental  agreement  of 
of  sale,  is,  as  of  November  1,  1920,  submitted  herewith.  These  buyers  were  the 
pioneer  purchasers  of  Shipping  Board  boats,  and  nearly  every  one  of  those  who  pur- 
chased these  boats  is  destined  to  be  financially  destroyed  at  an  early  date,  and  the 
American  investment  market,  into  which  the  Shipping  Board  must  go  to  dispose  of 
the  balance  of  its  1,400  ships,  has  already  been  shot  to  pieces.  Shipping  securities 
are  well  known  in  England;  they  are  owned  by  trust  companies,  farmers,  widows, 
and  general  investors.  Shipping  securities  are  well-nigh  unknown  in  America — 
except  with  a  present  bad  character;  and  if  the  Government  intends  to  sell  its  1,400 
boats  it  will  have  to  courageously  adjust  these  contracts  with  the  pioneer  purchasers. 
Already  the  Government  has  taken  back  some  61  or  more  of  those  which  it  sold,  either 
by  direct  receipt  or  by  way  of  receivership — a  partial  list  is  herewith  submitted — and 
many  of  the  remaining  pioneer  purchasers  are  on  the  verge  of  bankruptcy. 

There  is  no  investment  market  in  America  for  shipping  securities  to-day  because 
of  the  prices  at  which  these  ships  were  sold.  The  contracts  should  be  taken  back, 
whatever  profit  has  been  made  by  the  owners  should  be  taken  by  the  Government,  a 
commission  for  the  operation  of  the  ships  should  be  allowed  the  owner  for  the  period 
of  operation,  and  the  contract  rewritten  at  the  new  prices  when  established. 

War  amortization  belongs  to  the  Nation.  While  with  the  Shipping  Board  the 
above  was  ever  my  position,  and  now  is,  that  the  pioneer  purchasers  of  Shipping 
Board  boats  should  be  given  every  protection  by  the  Shipping  Board,  so  as  to  keep 
clean  the  ship  securities  market.  The  temporaiy  remedy  suggested  to  the  board 
at  that  time  was  to  extend  time  of  payment  of  mortgage;  extend  interest;  take  back 
ships  where  the  company  had  over-purchased — for  1  ever  looked  forward  to  the  day 
when  Congress  and  the  Shipping  Board  would  do  what  is  recommended  above.  The 
toll  of  receiverships  that  has  occurred  since  last  August,  set  forth  in  the  submitted 
list,  indicates  the  wisdom  of  that  policy,  and  points  out  the  immediate  relief  now 
needed  for  the  balance  of  the  pioneer  purchasers.  While  not  a  member  of  the  Ship- 
ping Board,  permit  me  to  point  out  that  the  Board,  in  so  far  as  it  was  empowered, 
endeavored  to  work  in  harmony  with  that  suggestion.  Then,  too,  the  present  policy 
of  the  Shipping  Board  in  holding  pioneer  shipping  companies  intact  by  receivership, 
until  Congress  acts,  is  indeed  wise. 
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ESTABLISHMENT  OP  SALES  PRICE  OP  FLEET  SHOULD  BE  IN  EMERGENCY  FLEET  COR- 
PORATION RATHER  THAN  IN  CONGRESS. 

The  Jones  bill  provides  that  the  Shipping  Board  boats  shall  be  sold  at  reproduc- 
tion prices  less  depreciation.  This  method  will  permit  ^of  the  sale  of  the  tankers, 
but  01  all  the  other  1,300  boats  belonging  to  the  Government  there  will  be  no  material 
sale,  unless  the  liquidating  corporation,  if  created,  has  the  power  to  place  those  cargo 
boats  on  the  market  at  from  $100  to  $125  a  dead- weight  ton  except  tankers  and  cargo 
passenger  boats.  For,  the  longer  they  are  in  the  hands  of  inefficient  operators,' the 
less  valuable  will  becomes  the  property.  It  is  my  judgment  that  firmly  and  courage- 
ously, the  power  to  establish  the  price  should  be  placed  in  the  liquidating  corpora- 
tion. It  is  a  commercial  and  not  a  legislative  proposition,  and  should  be  determined 
by  business  men  selected  to  handle  it.  Congress  should  indicate  the  policy  it  desires 
in  this  regard,  but  should  not  destroy  the  power  of  decision  in  the  liquidating  corpora- 
tion to  fix  the  sales  price.  Arbitrary  provisions  of  this  sort  made  by  Congress  in  the 
past  have  always  defeated  the  wise  provisions  of  Congress  and  complete  paralysis  as 
to  desired  relief  has  ensued. 

SALE  OP  EXCESS  TANKERS. 

The  Shipping  Board  on  November  1,  1920,  had  84  tankers  in  operation,  51  were 
in  the  direct  Shipping  Board  fuel  oil  service;  8  in  the  joint  Shipping  Board  and 
private  fuel  oil  service;  12  in  the  Government  fuel  oil  service;  12  in  private  account, 
and  1  unassigned.  It  had,  inaddition,  14  tankers  under  construction  and  under 
contract — a  total  of  98.  At  least  20  of  these  84  tankers  now  in  operation  should  be 
sold  and  the  sale  should  be  made  of  the  14  tankers  under  construction.  There  was  a 
terrific  national  and  international  shortage  of  tankers  from  January  1  to  November 
1, 1920,  and  there  still  is  a  shortage  of  tankers,  but  there  is  being  built,  I  am  informed, 
about  900,000  tons  of  tankers  in  American  yards  to-day  for  private  delivery,  at  prices 
ranging  from  $180  to  $195  a  dead- weight  ton.  Shortly  there  will  be  an  excess  of 
tankers  and  when  that  occurs,  it  is  questionable  whether  the  Shipping  Board  will 
be  able  to  sell  its  tankers  at  reproductive  prices.  It  will  not  be  in  as  bad  a  position 
as  it  is  with  its  cargo  boats,  but  it  will  be  in  a  comparatively  little  better  position 
as  to  sales.  Before  any  more  private  companies  make  further  contracts  for  tankers 
in  the  private  yards  of  America,  the  Government  should  sell  the  tankers  and  tanker 
contracts  which  it  does  not  need  for  its  own  service. 

SHIP  OPERATING  COMPANIES  SHOULD  BE  REDUCED  FROM  176  TO  ABOUT  60  COMPANIES. 

The  Shipping  Board  boats  are  managed  by  about  176  operating  companies  located 
at  the  several  ports  of  the  United  States.  A  great  number  are  inefficient  managers 
and  ships  should  be  taken  away  from  them.  In  some  cases  there  are  as  high  as  five 
operating  companies  handling  one  berth  or  trade,  each  of  the  five  competing  for 
the  same  business.  Again,  in  many  of  the  ports,  the  operating  companies  could  be 
reduced  50  per  cent  by  mergers — concentration  is  vitally  needed  and  must  be  firmly 
made.  It  will  materially  cut  the  overhead  expense  in  the  field  and  at  Washington 
and  at  the  same  time  stop  Shipping  Board  boats  from  competing  with  each  other  at  a 
material  loss  to  the  Government. 

EXECUTIVE  PERSONNEL. 

No  form  of  organization  or  l^slation  can  accomplish  the  great  beneficial  results, 
in  maintaining  our  merchant  marine,  which  the  American  people  fondly  hope  for, 
without  there  being  the  proper  kind  and  character  of  men  to  manage  the  Shipping 
Board  and  Emergency  Fleet  Corporation  and  translate  the  Jones  bill  into  deeds  of 
success. 

The  salaries  which  are  offered  in  the  Government  service  can  not  alone  be  deemed 
sufficient  to  attract  men  of  high  ability  and  character  to  that  service.  Yet  there  are 
outstanding  American  citizens,  strong  and  successful  in  private  enterprise — and  the 
war  proved  it — ^who  have  as  high  and  as  lofty  a  purpose  for  the  national  welfare  as  the 
most  humble  citizen  of  the  land,  and  who  are  willing  to  devote  their  time  and  services 
unselfishly  to  the  Government. 

It  is  unfortunate  that  unnecessary  and  unwarranted  supercriticism  should  have 
driven  from  public  service  that  class  of  men.  There  are  many  men  in  the  noonday 
of  their  life,  who  have  accumulated  competences  and  much  valuable  commercial 
experience,  who  are  willing  to  serve  their  Government.  But  we  must  grant  to  them  in 
the  future  at  least  as  fair  and  honorable  motives  as  those  who  criticise.    If  men  do 
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wrong  in  public  service  they  should  be  driven  from  the  society  of  decent  men.  Busi- 
ness men  can  not  be  obtained  to  fill  important  posts  of  large  responsibility  if  the  public 
permits  political  footballs  to  be  made  of  their  efforts  and  reputations.  The  Govern- 
ment now  needs  strong  men  to  handle  the  Shipping  Board  and  Emergency  Fleet 
Corporation.    It  is  no  politician's  job. 

CONCLUSION. 

There  now  stands  forth,  sun  clear,  six  great  outstanding  facts — 
First.  That  the  responsibilities  and  duties  of  the  Shipping  Board  are  vast  and 
comprehensive. 

Second.  That  the  responsibilities  and  duties  of  the  liquidating  corporation  are 
equally  as  great,  though  different  and  distinct  in  natiu'e  and  functions. 

Third.  That  the  Shipping  Board  should  be  freed  so  that  it  can  function  as  a  mana- 
gerial ship  operating  and  regulatory  institution. 

Fourth.  That  the  same  distinction  of  separate,  supervisory  legislation  should  be 
recognized  in  the  control  committees  of  the  House  and  Senate. 

Fifth.  That  Federal  regulation  must  come  to  subsidiary  shipping  activities. 

Sixth.  That  the  price  of  the  Shipping  Board  boats  sold  and  to  be  sold  must  be 
readjusted. 

With  the  above  facts  in  mind,  I  am  of  the  firm  opinion  that  an  American  merchant 
marine  can  be  maintained.  For  midst  all  the  trials  and  tribulations  that  now  sur- 
round our  Government  in  shipping  as  a  national  industry,  there  comes  to  my  mind 
the  record  of  the  pioneer  spirit  of  our  forefathers — ^a  record  of  vision,  hope,  persever- 
ance, and  courage,  which  in  the  past  has  conquered  and  overcome  every  obstacle  in 
the  path  of  our  national  progress.  Behind  our  merchant  marine  still  stands  that 
pioneer  spirit  of  our  people,  unbroken  and  undismayed,  relying  and  knowing  that  the 
brains  of  American  industry  can  and  will  win  for  them  in  competition  with  tne  world. 
Then,  too,  I  have  an  abiaing  faith  in  the  common  sense  and  determination  of  the 
American  people,  that  when  aroused,  they  will  demand  of  our  President  and  Con- 
gress, that  our  merchant  marine  shall  be  placed  in  the  control  of  strong  hands, 
made  and  kept  clean;  and  that  it  shall  be  unshackled  from  the  evils  wMch  now 
threaten  to  choke  its  very  existence.  Our  people  have  made  sacrifices  in  money  and 
pride  to  establish  a  clean  and  effective  mercnant  marine.  They  will  make  more 
sacrifices,  but  they  will  demand  results. 

Respectfully  submitted. 

Martin  J.  Gillen. 


Nameof  vessel. 


Kind. 


Dead- 
weight 
tons. 


RECEIVERSHIP. 

Atlantic  Adriatic  Steamship  Co.  (7  vessels). 


Andalusia... 

Arcadia  

Asciitney . . . 
J  nzlewood.. 
Calesburg... 

Pawnee  

Pequot  


Frendi-American  Line  (/tic.)  (17  vessels). 


Casco  

Wachusett . 
Wabash.. 


Sh voters  Island. . . 

Bremerton  

Wisconsin  Bridge . 

Yucca  

Democracy  

Ice  King 


Steel... 

 do.. 

 do.. 

 do.. 

 do. 

 do. 

 do.. 


Steel  

 do  

 do  

 do  

 do  

Steel  (oil). 

Steel  

do  

do.... 


Mariners  Harbor  do  

Rajah  do  

Tunica  j  do  

Yukon  I  do  

Faith  

BarkHratia  '  Steel  (sail). 

Bark  Ph  His  '  Wood  (oil) . 

Schooner  Spendrift  !  


7,475 
6,915 
6,450 
7,323 
7, 323 
7,200 
8,900 


7,900 
6, 160 
6, 775 
7,249 
7,379 
5, 100 
4,630 
7,323 
6, 103 
3,535 
3,250 
7,653 
7,523 
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Name  of  vessel. 


Oreen  Star  Steamship  Corporation  (5  vessels). 
(Taken  back  new  at  $165  per  dead-weight  ton). 


Apus  

Aquarius.. 

Argus  

Arcturiis.. 
Antinous.. 


International  Maritime  Corporation  (5  vessels). 


Lake  Fatonia. . 
Lake  Festus.... 
Lake  Fighting. 
Lake  G  alien.... 
^Eastern  M«id.. 


Italian  Star  Steamship  Line  (1  vessel). 
Liberty  Land  


Standard  Steamship  Co.  (4  vessels). 


Eastern  Star.. 

Bannock  

Western  Ally. 
West  Mead.... 


States  Steamship  Co.  (S  vessels). 


Balosaro. 
Olio. 


Fort  Logan. 

Kyannia  

Morganza . . . 
Moosabee. . . 

Oyake  

•Qulnneseoo . 


American  Merchant  Mariners  {2  vessels). 


Biran  

Hatteras. 


Victor  S.  Fox  &  Co.  {12  vessels). 


CJhillicothe.... 
Monongahela.. 

Moshulu  

Miiscoota  

Arapahoe  

Tonawanda... 
Castlewood... 
Coosa. 


Insonomia  

Armenia  

Jeannette  Skinner  

Mount  Shasta  

Yellowstone  (returned  to  board,  paid  to  board  by  Fox  &  Co.) 


Kind. 


Seelt... 

 do. 

....do. 

 do. 

....do. 


Steel  (oil) . 

 do  

....do  


Steel. 


Steel... 

 do. 

 do. 

 do. 


Wood  

 do  

 do  

 do  

Composition  and  concrete . 

Wood  

Con^osition  and  concrete . 


Steel... 
....do. 


Steel  (sail).. 

 do  

....do  

....do  

....do  

....do  

Steel  (coal) . 

— do  

....do  

....do  

Steel  (oil)... 

 do  

 do  


Dead- 
weight 
tons. 


9,500 
9,500 
9,500 
9,500 
9,500 


4,050 
4,050 
4,050 


4,948 
7,825 


6,699 
7,388 
8,514 
8,541 


3,425 

3,425 

3,425 

3,425- 

3,425 

3,425 

3,425 

3,425 


5,025 
7,467 


3,500 
4.150 
4,950 
3,750 
3,000 
2,700 
3,141 
2,625 
6,020 
6,982 
8,660 
7,242 
9,410 


STATEMENT  SHOWING  NUMBER  OP  VESSELS  SOLD  UNDER  VARIOUS  TERMS  OP  PAY- 
MENT. 

United  States  Shipping  Board  Emergency  Fleet  Corporation. 

General  Comptroller's  Department, 

December  2,  1920. 

From:  J.  H.  White,  chief  accountant  Ship  Sales  division. 
To:  General  comptroller. 

Subject:  Statement  showing  number  of  vessels  sold  under  various  terms  of  payment. 

1 .  Inclosed  herewith  is  a  statement  showing  the  terms  of  payment  and  the  vessels 
field  under  each  classification. 

2.  This  statement  includes  all  sales  recorded  in  the  accounts  of  the  Ship  Sales 
division  with  the  exception  of  vessels  fully  paid  for  and  requisitioned  vessels  recon- 
veyed  to  former  owners. 

J.  H.  White, 
ChieJ  Accountant  Ship  Sales  Division. 
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Summary  of  statement  of  vessels  sold  to  Dec.  2,  1920,  in  which  the  Shipping  Board  retains 

an  interest. 


Num- 

Installments. 

ber 

First 

of 

pay- 

ves- 

ment. 

Per 

Period  cover- 

sels. 

cent. 

ed. 

Original  agree- 

ment stiU  in 

effect 

22 

100 

years. 
10  years. 

5 

100 

5 

2 

100 

12  years. 

23 

2J 

97J 

Charter  pur- 

chase. 

1 

8 

5  years. 

5 

10 

90 

3  years. 

1 

10 

on 

3J  years. 

1 

10 

90 

5  years. 

1 

10 

90 

10  years. 

30 

10 

90 

12  years. 

1 

15 

85 

5^  years. 

1 

20 

80 

3  years. 

2 

25 

75 

U  years. 

12 

25 

75 

2  years. 

25 

25 

75 

3  years. 

1 

25 

75 

4  years. 

28 

25 

75 

5  years. 

4 

25 

75 

7it  years. 

1 

30 

70 

3  years. 

1 

30 

70 

5  years. 

1 

31 

69 

5  years. 

1 

40 

60 

4  years. 

Original  agree- 
ment still  in 
effect  , 

Total  , 

S  u  p  p  1  emcntal 
agreement  


Total. 


Num 

Installmets. 

ber 

First 

pay- 

ves- 

ment. 

Per 

sels. 

cent. 

ed. 

1 

50 

50 

6  months,.. 

1 

50 

50 

5  years. 

24 

0) 

198 

1 

&h 

94J 

3  years. 

13 

10 

90 

6  years. 

1 

10 

90 

7^  years. 

6 

10 

90 

1  per  cent  per 

month. 

3 

10 

90 

12  years. 

2 

25 

»50 

5  years. 

20 

25 

75 

7J  years. 

6 

25 

«62i 

7J  years. 

3 

25 

75 

8  years. 

1 

25 

«50 

8  years. 

1 

25 

«62* 

8  years. 

1 

32 

68" 

5  years. 

1 

65 

35 

9  months. 

59 

1  Brooks  Steamship  Co. 

« Represents  i)ercentage  unpaid  when  supplemental  agreement  was  signed. 
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TESTIMOITY  OF  ME.  WILLIAM  DEISTMAIT— Eesnmed. 

The  Chairman.  Mr.  Denman,  you  may  proceed  if  you  have  left 
unsaid  something  you  had  in  mind. 

Mr.  Denman.  Now,  Mr.  Chairman,  I  desire  to  offer  a  statement 
on  the  matter  of  Diesels,  which  I  can  be  examined  upon,  as  Mr.  Gillen 
is  to  be.  The  reason  I  ask  to  have  it  placed  in  the  record  is  because 
I  have  drawn  together  in  one  place  tne  matters  that  are  scattered 
throughout  my  testimony,  and  so  that  anybody  looking  over  my 
policy  on  Diesels,  or  what  I  recommend  as  the  future  policy  of  the 
Shipping  Board,  may  find  it  in  compact  form. 

The  Chairman.  Does  it  contain  anything  that  you  have  not  already 
said  ? 

Mr.  Denman.  It  contains  certain  matters  which  I  have  already 
stated,  on  which  you  can  examine  me,  but  I  wish  to  bring  it  together, 
as  Mr.  Gillen  has  brought  his  testimony  together,  in  a  compact  state- 
ment.   It  is  not  very  long. 

The  Chairman.  Perhaps  if  you  will  read  it,  it  will  put  it  in  shape 
before  the  committee  so  that  the  members  of  the  committee  can 
examine  you  on  it  if  they  so  desire. 

Mr.  Denman.  All  right.  The  purpose  of  my  appearance  before 
this  committee  is  to  urge  the  revival  of  my  project  as  chairman  of  the 
Shipping  Board  to  build  a  large  fleet  of  Diesel  motor  ships. 

The  rejection  was  the  climax  in  the  tragedy  of  misfortunes  of  the 
Hurley  administration.  Despite  its  notable  accomplishments,  he 
has  unconsciously  contributed  more  to  the  success  of  our  Scandinavian, 
and  British  competitors  on  the  sea  than  the  most  ardent  of  our  few 
Anglo -un-American  administration  during  the  war. 

When  I  put  the  word  ''emergency''  into  the  title  of  the  Fleet 
Corporation,  it  was  to  indicate  the  war  emergency  which  compelled  us 
to  build  so  many  oil-fuel  steam  engines,  as  well  as  our  wooden  hulls. 

The  obsolete  character  of  the  wooden  hull  required  no  explanation. 
The  wasteful  use  of  oil  under  the  steam  boilers,  consuming  nearly 
three  times  the  fuel  of  the  many  existing  motorships  of  the  Danish 
East  Asiatic  and  other  fleets,  was  well  known.  For  years  these  large 
motorships  had  sailed  under  my  windows  over  the  Golden  Gate. 
Admiral  Lord  Fisher  had  already  pointed  out  the  approaching  obsoles- 
cence of  the  marine  steam  engine. 

When  I  became  chairman  of  the  Shipping  Board,  the  East  Asiatic 
Co.  and  other  Scandinavian  owners,  in  scores  of  voyages,  some  over 
a  year  in  length  and  all  around  the  world,  had  established  thb  para- 
mount commercial  value  of  the  Diesel  motorship.  It  was  then  be- 
yond either  practical  or  scientific  question  or  doubt. 

I  hand  the  committee  the  photograph  of  21  of  these  vessels, 
all  then  in  successful  commercial  use,  some  for  years  before  that 
time.  They  range  from  6,500  to  10,000  tons  carrying  capacity  at 
over  10  knots  speed,  and  some  are  over  11  knots  speed.  There  were 
many  more  besides  these  of  the  design  of  these  engines  and  of  other 
designs. 

The  project  for  building  them,  the  necessary  license,  the  plant, 
the  Cramps  shipyard  and  the  skilled  workmen  were  aU  procured 
under  my  administration.  There  were  many  other  Diesel  plants 
available  for  their  construction,  a  list  of  which  I  put  in  the  record 
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on  yesterday.  A  contract  was  oflFered  us,  and  we  were  debating 
whether  we  would  commandeer  and  make  it  a  national  project  or 
accept  the  contract.  It  was  my  administration's  contribution  to  the 
"Commercial  future  of  the  American  mercantile  marine.  It  would 
have  taken  no  more  time  for  the  Cramps  to  complete  the  Diesel  plant 
than  to  establish  any  one  of  the  new  plants  for  steam  engines.  The 
■contract  was  for  9,600  deadweight  tonners  at  11.6  knots  speed. 

During  the  war  Great  Britain,  which  had  many  Diesel  plants,  some 
making  marine  and  some  making  other  engines,  was  compelled  to 
turn  to  the  building  of  submarine  Diesels.  The  submarine  Diesel  is 
a  more  comphcatea  and  finer  mechanism  than  theser  commercial  ma- 
rine Diesels,  but  vast  quantities  were  turned  out  in  the  British  yards, 
in  those  Diesel  factories  in  Great  Britain,  during  the  activities  of  the 
war,  and  while  we  were  building  none  with  the  Government  money. 
Lord  Pirrie's  plant,  the  Harlan  &  Wolff  yard,  was  using  the  same 
license  that  I  procured,  and  actually  constructed  the  largest  com- 
mercial marine  Diesel  ship  at  any  time  built.  This  was  in  war  time. 
This  ship  was  the  Glenapp,  a  marine  Diesel  cargo  and  passenger  ship 
of  upward  of  15,000  tons  dead-weight  capacity  and  of  more  than  14 
knots  speed. 

At  the  present  rate  of  consumption  it  has  been  estimated  by  geolo- 
gists and  practical  oil  men  that  the  American  oil  supply  wiU  be  con- 
sumed inside  25  years.  This  is  the  occasion  of  Secretary  Colby's 
note,  to  the  British  on  their  mandate  over  the  Mesopotamian  oil 
fields.  Can  we  waste  two-thirds  of  our  fuel  oil,  through  steam  boiler 
tubes  and  up  the  smokestack,  in  view  of  this  world  oil  condition  ? 

George  Otis  Smith,  Director,  United  States  Geological  Survey,  on 
November  17,  1920,  at  a  meeting  of  the  American  Petroleum  Insti- 
tute, said: 

In  acknowledging  the  superior  claim  of  the  marine  use  of  fuel  oil,  this  priority  must 
be  qualified  by  the  condition  that  even  on  the  seas  the  best  use  should  be-  made  of 
the  mvaluablte  fuel.  The  marine  steam-engine,  even  of  the  turbine  type,  must  give 
place  to  the  heavy  oil  engine,  under  the  rule  of  getting  the  most  out  of  a  limited  re- 
source. The  very  facts  that  support  the  argument  for  the  marine  use  of  fuel  oil,  greater 
eflSciency  and  economy  of  space  and  labor,  can  be  cited  in  favor  of  the  internal- 
combustion  engine  of  the  Diesel  type  as  against  the  steam  engine.  The  increased 
thermal  efficiency  of  the  new  engme  with  its  resulting  addition  to  available  cargo 
space  or  to  cruising  radius,  is  more  than  2i  times  that  of  the  steam  engine.  The 
experience  of  the  Bethlehem  Steel  Co.  is  that  their  new  oil-eneine  ore  carrier, 
the  "Cubore,"  is  continuous  service  between  Cuba  and  Sparrows  Point,  Md.,  uses 
only  36.7  per  cent  of  the  fuel-oil  consumed  by  a  sister  ship  differing  only  in  that  it 
has  the  most  modem  type  of  steam  plant.  The  tremendous  economy  thus  possible 
in  the  marine  consumption  of  fuel  oil  demands  the  immediate  adoption  of  internal- 
combustion  engines  if  the  world  wants  to  make  the  largest  use  of  its  oil  resources  for 
the  longest  time. 

Our  wasteful  steamships,  built  for  the  war  emergency,  are  hopeless 
in  competition  with  these  Diesel  vessels.  Motor  ships  carry  no 
toilers  or  condensers,  and  but  one-third  the  fuel.  As  a  consequence 
they  have  over  12  per  cent  more  cargo  capacity.  This  in  itself  means 
a  handsome  profit  in  ship  operation. 

Over  60  per  cent  of  the  new  cargo  vessels  ordered  in  Great  Britain 
during  the  last  six  months  are  motor  ships.  Norway,  Denmark, 
Sweden,  and  Holland  build  nothing  else  when  they  can  get  engines. 
Lloyd's  agents  are  now  inspecting  the  construction  of  300  sets  of  oil 
engines.  These  aggregate  600,000  horsepower,  which,  in  terms  of 
11-knot  cargo  ships,  is  a  million  and  a  half  tons.    The  largest  is  a 
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British  passenger .  and  cargo  ship  of  15,760  tons  dead  weight  and 
14  knots  speed.    Six  are  of  14,000  tons  dead  weight  and  over. 

This  is  active  construction  in  Great  Britain.  The  orders  double 
this.  There  are  15  marine  Diesel  engine  factories  in  Great  Britain 
alone.  Lord  Pierrie  controls  four  of  them,  three  in  Scotland  and  one 
in  Ireland,  using  the  same  license  we  procured  for  the  board^s  pro- 
gram in  1917.  There  are  many  more  in  Holland,  Denmark,  Sweden, 
and  Norway.  They  are  just  beginning  to  operate  plants  for  large 
size  Diesels  in  this  country.  In  all  the  billions  the  Government  has 
spent,  not  a  dollar  has  gone  to  build  a  Deisel  engine  large  enough 
for  a  10,000-ton  freighter. 

Our  wasteful  steam  engines  are  dependent  on  British  bunkers. 
We  can  not  carry  enough  fuel  to  pay  the  loss  up  the  smokestack 
and  complete  our  lonff  voyages.  We  must  stop  and  beg  fuel  supply 
at  the  British  and  other  bunkering  stations  on  the  China  coast,  in 
Japan,  in  the  East  Indies,  at  Suez,  at  Aden,  in  the  Mediterranean  ^ 
and  in  the  South  Atlantic 

How  the  British  coerced  our  commerce  by  bunkering  agreements 
before  we  entered  the  war,  is  now  history.  I  am  not  seeking  ta 
attack  it  as  a  war  necessity.  The  important  thing  is,  they  can  do 
it  again. 

The  sailing  radius  of  a  10,000-ton  Diesel  ship  is  28,000  miles  on 
the  oil  in  her  ballast  tanks.  This  is  once  around  the  world,  past 
all  the  British  and  other  bunkering  stations,  and  ^Hhen  some/'  as 
shipping  men  put  it. 

The  United  States  can  balance  its  fleet  only  by  adding,  or  con- 
verting from  steam,  at  least  a  million  tons  of  motor  ships.  We 
should  stimulate  the  building  of  Diesel  factories  and  produce  more 
than  our  British  and  Scandanavian  competitors.  If  we  do  not,  we 
have  lost  the  battle  for  maritime  supremacy,  and  will  not  have  even 
a  fair  minor  share  in  the  world's  sea  carriage. 

I  have  here  a  statement  giving  a  partial  list  of  Diesel-driven 
merchant  motor  ships  at  present  building  in  Great  Britain,  which  I 
will  ask  to  have  copied  into  the  record.  Only  about  one-third,  I 
think,  of  the  yards,  or  half  of  the  yards,  are  shown  here.  The  others, 
have  not  reported  out.  But  this  list  totals  65  ships  of  583,600 
dead-weight  tons,  and  227,800  indicated  horsepower.  I  have  a 
summary  at  the  foot  of  this  statement  showing  the  fuel  saving  on 
this  fleet.  I  won't  repeat  that.  This  is  only  a  partial  list.  It 
contains  nothing  concerning  the  other  yards  enumerated  in  a  para- 
graph at  the  bottom  x)f  the  list,  and  nothing  about  the  tremendous, 
activity  in  Norway,  Sweden,  France,  Italy,  Denmark,  and  Holland, 
where,  under  various  patents  and  various  designs,  large  cargo  and 
passenger-carrying  ships  of  this  type  are  being  built. 

(The  statement  referred  to  is  here  printed  in  full  in  the  record,  as- 
follows:) 
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The  Chairman.  Well,  Mr.  Denman,  I  understood  from  your  state- 
ment made  on  yesterday  that  there  are  a  number  of  factories  which 
are  equipped  in  this  country  to  build  large  Diesel  engines  at  the  pres- 
ent timQ. 

Mr.  Denman.  There  are  now  building,  just  commencing  to  build, 
Diesel  engines  of  large  marine  type. 
The  Chairman.  For  whom? 
Mr.  Denman.  Private  account. 

The  Chairman.  Are  there  shipbuilding  concerns  that  are  building 
motorships  of  large  tonnage  in  this  country  at  the  present  time  ? 

Mr.  Denman.  The  Cramps  have  just  begun  building  for  the 
American-Hawaiian  Steamship  Line — that  great  fleet  of  vessels  that 
used  to  steam  from  San  Francisco  to  Atlantic  ports  through  the  canal 
and  carried  our  bulk  products  by  that  route — they  have  jsut  ordered 
two  of  the  same  type  that  I  desired  to  have  the  board  adopt. 

Mr.  Schawb  did  not  have  this  license;  the  Cramps  had  it.  Mr. 
Schwab  set  about  to  develop  a  Diesel  of  his  own,  of  an  entirely  dif- 
ferent type,  what  is  known  as  the  two-cycle  type,  and  had  one  vessel 
running  with  the  new  type  of  Diesel  in  it,  the  Cubore,  the  vessel  to 
which  George  Otis  Smith,  Director  of  the  United  States  Geological 
Survey,  referred  in  the  statement  I  read. 

And  there  are  a  number  of  other  plants  in  the  United  States  ca- 

Sable  of  undertaking  the  conversion  or  the  building  of  engines  for  new 
Diesel  vessels.  The  trouble  about  doing  the  thing  on  private  account 
is  this:  Nobody  knows  to  what  point  the  Government  is  going  to 
write  down  its  steam  fleet.  Nobody  knows  what  the  policy  of  the 
Government  is  going  to  be  with  regard  to  a  merchant  marine.  Capi- 
tal is  hesitating  to  invest,  fearing  that  a  weak-handed  policy  may 
make  any  ships  unprofitable,  and  also  fearing  that  when  tne  Govern- 
ment writes  down  the  values  of  its  present  fleet  and  begins  to  sell 
some  of  them  at  scrap  prices,  that  tne  value  of  steamships  will  be 
utterly  uncalculable,  and  therefore  that  ventures  at  this  time  are 
unwise.  The  Government  has  got  to  at  once,  if  we  are  going  to  have 
a  balanced  fleet  of  vessels,  arrange  for  something  like  the  same 
amount  of  Diesel  tonnage  that  our  competitors  have. 

The  Chairman.  We  have  1,400  ships,  a  large  portion  of  which  at 
the  present  are  tied  up.  Would  you  advocate  the  Government, 
through  the  Emergency  Fleet  Corporation,  building  more  ships  with 
Diesel  engines  in  them  ? 

Mr.  Denman.  I  think  so,  because  you  will  not  have  any  Diesels 
tied  up.  When  the  last  steamship  is  tied  up  because  it  can. not  run 
on  the  sea  your  Diesels  will  be  running  at  a  profit;  and  if  it  is  a  ques- 
tion of  maintaining  our  supremacy  on  the  seas  and  getting  our  snare 
of  the  commerce  of  the  world,  w^  should  have  these  ships.  Jt  may 
be  the  Government  can't  afford  it.  It  may  be  that  it  does  not  want 
to  go  ahead  but  will  leave  it  to  private  capital. 

The  Chairman.  My  question  is.  Would  you  advocate  the  Govern- 
ment, through  the  Emergency  Fleet  Corporation,  building  more 
ships,  when  it  already  has  a  large  fleet  of  steam  vessels,  to  the  number 
of  some  1,400,  a  large  portion" of  which  are  tied  up? 

Mr.  Denman.  I  have  my  doubts  whether  I  want  the  Government 
to  act  through  the  Shipping  Board  in  any  project.  I  want  to  see 
centralized  control  and  not  board  operation  in  the  matter  of  building 
ships.    But  I  would  say,  in  answer  to  your  question,  that  if  they  can 
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not  be  gotten  through  any  other  agency  of  the  Government,  that  the 
Government  should  balance  its  fleet.  If  it  is  the  intention  to  go 
ahead  and  manage  the  fleet  that  it  bias,  it  is  foolish  to  go  into  compe- 
tition with  our  opponents  and  not  have  the  weapons  for  the  contest. 

The  Chairman.  Mr.  Denman,  these  facts  that  you  have  brought 
out  here  have  been  pretty  well  known  in  shipping  circles  for  months, 
have  they  not  ? 

Mr.  Denman.  Yes,  Mr.  Chairman. 

The  Chairman.  How  do  you  explain  the  fact  that  no  American 
concern  has  undertaken,  with  the  possible  exception  of  the  American- 
Hawaiian  Steamship  Co.,  to  have  constructed  Diesel  motorships  ? 

Mr.  Denman.  In  the  first  place,  private  capital  ha^  been  lo^th  to 
enter  into  the  shipping  business  in  competition  with  the  Govern- 
ment. It  does  not  know  where  it  is  going  to  land.  Very  few  new 
ships  have  been  purchased,  but  the  fact  is  that  there  is  strong  inquiry 
as  to  where  they  can  be  built  and  a  strong  demand  for  Diesel  motor- 
ships.  The  Government  of  Norway  took  three  20-year-old  hulls 
and  equipped  them  with  Diesels  of  this  type  that  Lord  rierrie  is  using, 
in  the  Harlan  and  Wolff  yards.  As  I  have  said,  the  hulls  are  20  years 
old,  and  the  Diesels  were  Burmeister  and  Wain  Diesels,  and  those 
vessels  were  sold  to  New  York  owners  six  months  ago  at  $240  a  dead- 
weight ton — even  though  the  hulls  were,  as  I  have  said  20  years  old 
— as  against  $175  to  $180  a  ton  for  new  steel  turbine  steamships. 
You  can  therefore  see  what  the  demand  is  for  them  if  they  can  get 
them. 

The  Chairman.  But  if  there  is  such  a  great  advantage  in  this  tvpe 
of  ship,  if  they  will  be  carrying  freight  when  the  last  steam-propelled 
vessel  is  tied  up,  why  should  private  operators  or  steamship  compa- 
nies hesitate  on  account  of  the  United  States  Government's  fleet 
about  constructing  these  ships  and  going  ahead  and  operating  them  ? 

Mr.  Denman.  Because,  nrst,  there  is  general  hesitation  p,bout 
expanding  in  the  steamship  business  with  the  Government's  policy 
unsettled.  Second,  inability  to  get  the  engines  if  they  wanted  them 
for  quick  delivery,  with  uncertamty  as  to  future  forces  on  the  sea. 
Now,  if  we  had  had  built  in  1917  a  large  group  of  these  Diesel  facto- 
ries, then  these  Americans  could  have  gone  to  them  and  gotten  their 
engines  and  the  Government  would  not  now  be  faced  by  the 
problem  of  a  semiobsolete  type  of  vessel,  and  bantering  the  question 
as  to  whether  private  or  Government  ownership  should  operate  them. 

The  Chairman.  You  had  procured  a  license  from  one  of  the  largest 
construction  concerns  in  America  ? 

Mr.  Denman.  The  Cramps  had  that. 

The  Chairman.  Early  in  your  administration? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  I  assume  they  now  retain  that  license. 
Mr.  Denman.  They  are  building  ships  for  the  American-Hawaiian 
line. 

The  Chairman.  They  still  retain  that  license,  do  they  not  ? 
Mr.  Denman.  Yes,  sir. 

The  Chairman.  And  they  have  had  it  all  that  time  ? 
Mr.  Denman.  Yes,  sir. 

The  Chairman.  And  they  were  in  a  position  to  go  ahead  and  build 
some  engines  for  private  account  if  they  wanted  them  ? 

Mr.  Denman.  Not  during  the  war.  They  have  been  loaded  up 
with  contracts  from  the  Government  for  steam  vessels. 
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The  Chairman.  They  have  been  engaged  in  other  work  or  could 
have  been,  since  the  cancellation  of  contracts  in  March,  1919  ? 

Mr.  D^NMAN.  No;  they  had  been  building  a  Diesel  plant.  I  do 
not  know  when  they  began,  but  they  are  building  it  now. 

The  Chairman.  They  are  building  it  now  ? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  How  long  will  it  take  to  construct  a  Diesel  plant  ? 
Mr.  Denman.  They  had  a  Diesel  plant  at  the  time,  1917,  for  the 

purpose  of  this  project  

The  Chairman  (interposing).  Sufficient  to  build  those  24  engines 
.  you  referred  to;  some  20  or  24,  I  believe? 
Mr.  Denman.  Yes,  sir. 

The  Chairman.  They  have  had  that  all  along  ? 

Mr.  Denman.  No;  they  acquired  it  for  that  purpose.  They  went 
over  to  other  business.  As  a  matter  of  fact  what  happened  during 
the  war  was  that  these  Diesel  plants  built  steam  engmes.  If  you 
talk  about  converting  steam  plants  to  Diesel  engine  plants,  the 
Diesel  plants  built  steam  engines,  and  of  all  the  topsy  turvies  I  have 
ever  heard  of  that  was  the  most  extraordinary. 

The  Chairman.  Did  you  ever  bring  this  to  the  attention  of  Mr. 
Schwab  when  he  was  acting  as  Mr.  Hurley's  assistant? 

Mr.  Denman.  No,  I  did  not.  I  assumed  that  the  recommenda- 
tions as  to  type  came  from  the  operating  end. 

The  Chairman.  Well  now,  have  you  any  knowledge,  Mr.  Denman, 
as  to  whether  or  not  the  Fleet  Corporation  or  the  Shipping  Board 
did  actually  have  constructed  some  Diesel  engines  which,  upon  a 
try  out,  proved  to  be  failures  ? 

Mr.  Denman.  I  do  not  know  whether  they  proved  to-  be  failures 
or  not,  Mr.  Chairman.  But  they  were  not  of  the  type  of  the  Danish 
East  Asiatic  Fleet  and  those  that  these  other  great  fleets  were  using. 
They^were  smaller  than  were  necessary  for  a  10,000-ton  type  of 
ship,  which  is  about  the  cargo-carrying  unit. 

The  Chairman,  You  let  contracts  for  a  great  many  ships  of  less 
tonnage  than  that? 

Mr.  EfENMAN.    Oh,  yes. 

The  Chairman.  And  could  not  Diesel  engines  have  been  put  in 
smaller  types  as  well  as  "in  10,000- ton  ships  ? 

Mr.  Denman.  Yes,  sir;  and  be  very  valuable  in  certain  services. 

The  Chairman.  Do  you  know  whether  or  not  they  actually  did 
have  Diesel  engines  for  smaller  ships  which,  upon  try  out,  were 
pronounced  to  be  failures? 

Mr.  Denman.  I  do  not  know  whether  they  were  i)ronounced  to 
be  failures  or  not.  I  understand  that  those  small  engines  that  were 
ordered  by  the  Shipping  Board,  of  a  type  that  at  that  time  was  not 
developed,  and  not  such  as  the  Burmeister  and  Wain  and  the  Werks- 
poor  type,  were  not  completed  for  the  Shipping  Board,  and  I  am 
told  were  completed  for  other  persons  and  successfully  completed 
and  that  the  vessels  had  good  engines. 

The  Chairman.  They  have  what  ? 

Mr.  Denman.  That  the  engines  are  good  engines. 

The  Chairman.  If  I  get  your  recommendation  correctly  as  read 
from  your  statement  which  you  made,  it  is  that  the  Government 
should  either  go  into  the  building  of  motor-propeUed  ships  or  assist 
private  concerns  in  having  a  fleet  of  motorships  built  anddeveloped. 
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Mr.  Denman.  That  is,  if  the  Government  is  going  to  adopt  a 
vigorous  policy  for  the  purpose  of  entering  into  overseas  competi- 
tion. If  it  is  going  to  have  a  lax  hand,  if  we  are  going  to  drift  along 
AS  we  did,  controlled  hj  British  and  German  propaganda,  for  years 
in  this  country,  affectmg  every  ship  measure  that  we  desired  to 
liave  put  through  by  the  Congress;  if  the  policy  is  going  to  be  to 
drift  along,  then  I  answer  ^^no.''  But  if  we  are  going  to  get  into 
the  game  and  drive  it  through,  '^yes." 

The  Chairman.  In  event  that  the  Government  is  going  to  pursue 
A  vigorous  policy  in  behalf  of  the  merchant  marine,  what  is  to  become 
of  this  fleet  of  steam  vessels;  that  is,  if  we  are  going  to  embark  in 
constructing  a  motor-ship  fleet  or  going  to  assist  in  the  development  of 
A  motor-ship  fleet? 

Mr.  Denman.  Exactly  what  will  become  of  the  steam  vessels  of 
our  opponents.  The  vast  mass  of  fleets  of  the  world  are  steam. 
They  are  gradually  introducing  the  motor  ship  as  the  modern  type  of 
propulsion.  We  want  to  keep  pace  with  them.  These  vessels  wiU 
oe  used,  gradually  becoming  obsolescent,  and  wiU  go  on  the  cheaper 
runs  and  the  shorter  runs,  where  saving  of  fuel  does  not  mean  so 
much.  We  must  keep  pace  at  least  with  our  competitiors  in  the  type 
of  ship  that  they  are  usmg.  We  are  more  in  need  of  it  than  they  are, 
because,  as  I  have  said,  we  are  a  high-wage  coimtry,  and  the  Diesel 
•engine  cuts  out  a  certain  number  of  operators  in  the  engine  room. 
We  are  a  bulk-carrying  country,  and  we  want  space  and  large  space 
on  our  ships.  We  are  an  oil-producing  country  and  have  the  oil  for 
ships.  We  are  a  long-voyage  country,  across  the  Pacific  and  the 
Atlantic,  and  in  the  long-voyage  savings  are  the  savings  in  fuel  con- 
sumption and  larger  car^o  space. 

The  Chairman.  Isn't  it  a  fact  that  practically  aU  of  the  commerce 
brought  to  our  ports  today  in  competition  with  our  own  fleet  arrives 
in  steam-propelled  vessels  ? 

Mr.  Denman.  That  is  quite  true,  because  the  bulk  of  the  fleets  of 
the  world  are  still  of  steam,  but  the  fact  is  

The  Chairman  (interposing).  There  are  21  of  these  vessels  float- 
ing aroimd  somewhere. 

Mr.  Denman.  Oh,  there  are  over  a  hundred  of  them. 

The  Chairman.  How  is  it  that  none  of  them  get  to  the  United 
States?.  . 

Mr.  Denman.  Why,  Mr.  Chairman,  I  thought  I  described  on  yes- 
terday the  voyages  those  vessels  take.  They  are  sailing  in  and  out 
under  my  window  over  the  Golden  Gate  constantly,  and  unless 
California  is  out  of  the  United  States  they  are  coming  to  a  port  in 
this  country  and  carrying  cargoes  to  and  from  that  port.  The  fact 
is  that  the  Pacific  coast  is  so  far  from  you  in  the  East  that  the  Pacific 
ooast  conditions  are  not  known  to  our  Atlantic  coast  men,  just  as  I 
wanted  somebody  on  the  Atlantic  coast  to  be  the  chairman  of  the 
Shipping  Board  for  the  reason  that  I  did  not  feel  I  was  acquainted 
with  the  Atlantic  coast  conditions.  The  United  Fruit  Co.  has  been 
using  Diesels ;  the  Atlantic  Transport  Co.  is  using  them ;  the  Hamburg- 
American  line  has  been  using  them.  The  Hamburg-American  line, 
at  the  time  the  war  came  on,  had  orders  out  for  a  very  large  fleet  of 
them,  of  the  Buremister  and  Wain  type.  They  are  also  experiment- 
ing with  another  type  of  them  in  Germany. 
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The  Chairman.  Do  you  know  whether  or  not  experinaents  are  in 
process  in  this  country  for  the  development  of  an  American  type  of 
this  Diesel  engine  ? 

Mr.  Denman.  That  is  the  same  sort  of  thing  we  had  in  the  matter 
of  the  Liberty  motor.    Of  course  we  want  to  improve  it. 

The  Chairman.  I  asked  you  whether  or  not  you  know  that  i» 
going  on. 

Mr.  Denman.  Well,  I  can  tell  you  something  about  that.  About 
a  year  ago  it  was  announced  that  we  were  going  into  some  experiments 
on  what  was  known  as  the  Deisel  electnc  drive.  Now,  the  electric 
drive  has  been  yery  successful  on  our  war  ships;  and  where  huge 
engine  powers  are  involved,  100,000  horsepower  for  instance,  as 
against  3,000  or  4,000  horsepower  used  on  the  freighters,  you  can  see^ 
"vraere  the  value  of  the  electric  drive  would  come  in.  On  the  naval 
ships  there  is  economy  and  facility  of  operation  gained  by  taking  those 
enormous  powers  and  transmittmg  them  through  electricity  to  the 
shaft  rather  than  by  trying  to  put  the  enormous  power  directly  on  the 
shaft  by  mere  physical  action.  That  is  a  great  gain.  Now,  it  has 
been  suggested  that  the  same  thing  might  be  true  m  transmitting  the 
power  from  the  low-powered  Diesels  to  the  shaft.  It  is  an  experi- 
ment; I  hope  it  succeeds.  But  the  interesting  thing  is,  Mr.  Chair- 
man, that,  though  annoimced  a  year  ago,  there  is  no  Diesel  electric 
drive  ship  running,  and  I  understand  no  Diesel  electric  drive  ship 
under  construction. 

Now,  gentlemen  of  the  committee,  by  the  time  you  have  got  your 
experiments  developed,  two  or  three  years  will  nave  gone  by;  the 
commerce  of  the  world  will  be  established  on  other  people's  ships 
to  a  certain  extent,  to  a  large  extent  I  will  add,  and  will  be  out  of  our 
hands  and  we  will  be  out  of  the  race.  These  Diesels  are  proved  things. 
It  is  just  like  the  Babcock  and  Wilcox  boiler,  or  the  triple  expansion 
engine,  or  any  of  the  types  that  were  advanced  in  the  nineties  and 
eignties  and  which  are  now  going  into  obsolescence. 

The  Diesel  engine  in  1917  was  a  proved  commercial  success,  and 
those  21  ships,  a  photograph  of  which  I  left  here,  prove  it;  as  the 
other  100  now  in  existence  demonstrate  it  every  day. 

When  people  come  to  you  and  teU  you  the  Diesel  is  an  experimental 
matter  I  ask  you  that  you  show  them  these  21  ships,  and  ask  them  if 
they  have  read  the  reports  of  trips  that  are  given  by  the  Danish  East 
Asiatic  Co.,  which  reports  they  give  out  and  are  glad  to  give  out. 
Ask  if  they  have  seen  them,  and  have  noted  the  tremendous  saving- 
and  economies  in  operation  annually.  The  Danish  East  Asiatic  Co. 
is  one  of  the  most  prosperous  steamship  companies  in  the  world 
and  has  been  since  the  beginning  of  the  use  of  these  motor  ships. 

The  Chairman.  Can  not  you  understand  that  the  new  administra- 
tion coming  into  the  Shipping  Board  upon  your  retirement,  finding- 
contracts  having  been  awarded  for  hundreds  of  ships^  with  ships 
under  construction  already  requisitioned,  with  ships  in  the  fleets  oa 
the  high  seas  commandeered,  with  arrangements  having  been  made 
for  the  cessation  of  bridge  building  and  of  building  operations  gen- 
erallv  except  where  absolutely  necessary,  with  the  steel  supply  prac- 
tically diverted  toward  shipbuilding  operations,  with  all  the  engine 
builders  of  the  country  arranged  with  for  the  construction  of  ste,am 
engines  

Mr.  Desman  (interposing).  And  with  the  Diesel  engine  builders, 
at  that  time,  Mr.  Chairman. 
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The  Chairman  (continuing).  With  the  steam  engine  builders 
having  been  arranged  with,  or  contracts  having  been  entered  into 
with  them,  with  the  great  emergency  which  confronted  the  board, 
that  they  would  naturally  hesitate  about  departing  from  that  pro- 
gram and  entering  upon  a  new  line  of  engine  construction  using  a 
oiflFerent  fuel. 

Mr.  Denman.  They  were  not  departing  from  my  program.  You 
are  describing  things  that  I  handed  over  to  them,  and  a  part  of  that 
was  this  contract  which  was  not  signed ;  nor  were  the  faciUties  com- 
mandeered, and  it  would  not  have  interfered  with  any  building  of 
steamships. 

The  Chairman.  The  contract  was  not  signed  because  you  had  not 
decided  which  way  you  would  do  it,  had  you  ? 

Mr.  Denman.  it  was  not  signed  by  my  successors  because  they^ 
did  not  decide  

The  Chairman  (interposing).  No.  it  was  not  signed  by  you,  you 
told  us  on  yesterdav,  because  you  were  debating  whether  you  would 
commandeer  the  plant  or  whether  you  would  have  it  done  under 
contract. 

Mr.  Denman.  That  is  quite  correct. 

The  Chairman.  Well  now,  you  had  not  decided  that  matter  ? 

Mr.  Denman.  Well,  I  had  had  it  two  days. 

The  Chairman.  You  took  two  days  to  decide? 

Mr.  Denman.  No;  I  say  I  had  two  days  or  maybe  three.  The- 
fact  is  that  the  project  was  decided  on  and!  was  handled  over  to  our 
successors  with  the  rest  of  our  projects.  The  British  were  building 
them  dui-ing  the  war,  and  would  have  had  a  tremendous  fleet  if  they 
had  not  used  all  their  Diesel  plants  for  building  submarines;  and  t>hey 
were  able  to  translate  their  Diesel  factories  for  land  engines  into 
Diesel  factoiies  for  submarines,  which  engines  for  the  latter  use  are 
more  complicated  than  the  other  engines — and  they  did  this  during 
the  very  middle  of  the  war,  when  she  was  almost  starving. 

The  Chairman.  Did  the  Navy  build  any  Diesels  for  submarines  ? 

Mr.  Denman.  Yes,  sir;  two  of  these  factories  I  mentioned. 

The  Chairman.  Built  Diesel  engines  for  submarines  ? 

Mr.  Denman.  I  think  they  did.  But  I  would  prefer  for  the  Navy 
to  state  that. 

The  Chairman.  I  am  asking  only  for  your  knowledge.  You 
apparently  have  made  a  careful  study  of  this  problem  and  I  am  asking 
if  you  have  inquired  or  if  you  know  whether  the  Navy  built  any 
Diesel-propelled  submarines  or  other  craft  during  the  war,  or  mado 
contracts  lor  them  with  Diesel  engine  builders. 

Mr.  Denman.  Yes;  Mr.  Chairman,  it  did. 

The  Chairman.  It  did? 

Mr.  Denman.  Yes. 

The  Chairman.  It  might  well  be,  Mr.  Denman,  that  your  suc- 
cessors went  into  this  same  question  that  you  have  got  up,  to  the 
point  of  making  a  decision  upon  it,  and  in  the  exercise  of  good  faith 
and  the  use  of  their  sound  judgment  detei mined  that  it  should  have 
been  delayed. 

Mr  Denman.  That  mi^ht  have  been  but  it  was  not  a  fact. 
The  Chairman.  What  is  the  fact  ? 

Mr.  Denman.  The  fact  is  that  after  I  came  on  in  January  and 
reminded  Mr.  Hurley  of  our  discussion  on  the  previous  July  and 
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August,  that  he  had  forgotten  that  there  was  a  contract  offered  and 
wondered  whether  it  was  in  the  files  and  sent  down  and  got  it. 
Now,  I  have  no  doubt — and  I  am  not  criticizing  the  good  faith  of 
those  gentlemen.  The  last  thing  in  the  world  I  want  to  do  is  to 
criticize  Mr.  Hurley^s  good  faith.  When  we  had  up  the  fight  on  the 
Cunard  ships  he  was  with  us.  Hurley  has  been  right,  but  he  didn't 
know  anything  about  shipping.  All  he  has  done  on  Diesels  is  to  turn 
out  journahstic  articles  praising  them — I  call  them  journalistic  ersatz 
and  not  real  ships. 

The  Chairman.  He  had  not  signed  the  contract  in  January? 

Mr.  Denman.  No. 

The  Chairman.  Did  you  follow  it  up  ? 

Mr.  Denman.  I  did  not  follow  it  up.  I  have  no  interest  in  it  now 
except  as  a  citizen,  and  I  could  not  nang  on  and  press  Mr.  Hurley; 
besides,  it  would  be  unbecoming  in  the  case  of  a  man  who  had  left 
the  service  under  the  circumstances  I  had  left  it,  to  be  butting  in. 

The  Chairman.  Did  Mr.  Hurley  advance  any  reason  why  it  was 
not  gone  through  with  ? 

Mr.  Denman.  Yes;  because  they  were  not  shipping  men. 

The  Chairman.  1  am  referring  to  the  visit  of  January  when  you 
say  he  found  the  contract  when  you  asked  him  about  it. 

Mr.  Denman.  1  assume  he  found  the  contract. 

The  Chairman.  I  understood  you  to  say  he  sent  and  got  the  con- 
tract. 

Mr.  Denman.  I  so  understand.  I  ivas  told  by  some  members  of 
the  board  afterwards  that  they  got  the  contract  and  discussed  it  at 
that  time.  The  Delaverne  plant  was  engaged  in  manufacturing 
steajn  engines,  and  I  understood  that  the  thing  was  dropped  in  the 
general  mess  that  arose  out  of  shipping  accounting  and  other  diffi- 
culties. 

The  Chairman.  Mr.  Denman,  when  we  adjourned  on  yesterday , 
you  were  proceeding  to  discuss  another  matter. 

Mr.  Denman.  I  was  speaking,  Mr.  Chairman,  of  the  hysteria  that 
swept  over  Washington,  almost  Anglomaniac  in  character.  At  the 
time  and  prior  to  the  time  of  the  arrival  of  the  British  Mission  here 
the  propaganda  against  the  Diesel  had  already  begun.  1  have  seen 
something  of  hysteria  in  my  lifetime.  I  started  out  with  it  when  I 
was  a  football  manager,  and  have  seen  college  crowds  almost  go 
crazy.  I  have  seen  Central  American  mobs,  and  was  through  tne 
great  fire  in  San  Francisco  and  the  hysteria  and  the  depression  that 
followed  it.    The  situation  in  Washington  paralleled  these  things. 

I  spoke  on  yesterday  of  the  political-minded  type.  Men  of  that 
type  ran  with  the  popular  movement  of  the  time.  I  spoke  of  the 
hysteria  at  tea  tables;  I  attended  no  tea  tables  mvself,  but  tte 
gossip  and  the  spread  of  the  doctrine  went  all  througn  those  circles 
and  elsewhere. 

Now,  gentlemen  of  the  committee,  the  reason  why  Great  Britain 
did  not  want  us  to  build  Diesels  is  contained  in  my  statement.  They 
were  planning  for  them,  were  building  them  during  the  war,  and  are 
building  this  great  number  of  vessels  now.  They  got  the  Mesopota- 
mian  oilfields  out  of  the  Versailles  negotiations — ^subsequently  thereto, 
but  through  the  plans  laid  there.  They  were  a  coal-burning  nation 
at  that  time,  and  prior  to  the  acquisition  or  prospective  acquisition  of 
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those  oil  fields  they  were  not  seeking  to  develop  anything  in  regard  to 
the  oil-burning  vessels. 

I  spoke  on  yesterday  of  the  Cunard  ships  as  illustrating  the  type 
of  difficulty  that  we  encountered  in  Washington.  Now,  there  was  a 
disagreement  in  the  board  regarding  the  Cunard  ships.  Mr.  Stevens 
wanted  to  turn  them  back.  He  did  nfit  know  that  tne  President  had 
instructed  me  to  get  them_  There  were  30  members  of  the  Congress 
who  knew  it,  because  the  whole  matter  was  discussed  in  the  White 
House  conference,  at  what  I  called  the  only  union  war  conference  that 
was  had  during  the  war. 

Mr.  Conn  ALLY.  Why  didn't  Mr.  Stevens  know  it  ?  ^  He  was  a  mem- 
ber of  your  board,  wasn't  he  ? 

Mr.  Denman.  He  had  started  his  opposition  to  it  before  I  had  cona- 
municated  to  him  the  President's  desire.  In  that  connection  I  would 
say  that  what  we  all  wanted  to  do  with  regard  to  the  Cunard  ships 
was  to  get  them  back  without  public  knowledge  of  it;  and  my 
appointment  as  conferee  with  the  British  commission  was  discon- 
nected from  my  office  as  chairman  of  the  board.  My  negotiations 
with  them  were  

Mr.  Conn  ALLY  (interposing).  You  were  acting  in  a  dual  capacity, 
as  a  sort  of  diplomatic  representative  and  also  as  chairman  of  the 
Shipping  Board,  is  that  it  f 

Mr.  Denman.  Whether  you  call  it  diplomatic  or  not  it  was  in  con- 
nection with  getting  ships.  I  was  chairman  of  the  Shipping  Board; 
in  fact,  I  had  three  positions,  you  might  say,  at  that  time:  First,  I 
was  a  conferee  working  in  connection  with  the  British  mission,  which 
lasted  several  weeks;  second,  I  was  chairman  of  the  Committee  on 
National  Defense,  made  up  originally  of  shipping  men  of  New  York, 
with  whom  I  spent  a  very  large  portion  of  my  time;  third,  I  was 
chairman  of  the  Shipping  Board.  I  was  instructed  and  desiring  to  - 
coordinate  all  those  avenues  of  activity  affecting  ships. 

I  am  not  criticizing  Mr.  Stevens,  because  he  was  sincere  in  his  point 
of  view.  I  am  not  going  into  that.  I  am  merely  pointing  out  the 
difficulties  that  arose  there.  Mr.  Stevens  brought  us  a  great  many 
men,  brought  to  our  employment  a  great  many  good  men — ^Mr. 
Joseph  Cotton,  among  others,  a  very  able  lawyer,  and  now  one  of  the 
leaders  of  the  New  York  bar,  in  Mr.  McAdoo's  firm.  On  the  whole 
he  made  many  contributions  to  the  work  of  the  board.  1  am  merely 
trying  to  give  you  a  picture  of  the  situation.  Speaking  again  of  Mr. 
Stevens,  his  work  with  the  labor  group  was  excellent.  These  ques- 
tions I  mention  are  merely  disagreements  as  to  policy. 

Mr.  CoNNALLY.  Pardon  me,  but  I  was  not  inquiring  about  Mr. 
Stevens.  I  do  not  know  him  and  do  not  care  anything  about  him, 
but  was  wondering  why  he  as  a  member  of  the  board  was  not  told 
by  you  about  this. 

Mr.  Denman.  Everything  leaked  in  that  board. 

Mr.  CoNNALLY.  Exciept  that. 

Mr.  Denman.  No;  I  say  that  everything  that  I  told  in  that  board 
leaked.  We  were  trying  to  prevent  a  public  controversy  over  the 
Cunard  ships,  and  to  get  them  back  without  having  the  newspapers 
conduct,  possibly,  a  fight  on  Great  Britain  while  we  were  going  to 
war  with  ner  as  an  associate  if  not  as  an  ally.  As  a  matter  of  fact, 
in  a  veiled  way,  the  whole  question  of  the  Cunard  ships  was  voted 
on  in  the  Senate,  and  there  it  was  very  carefully  kept,  although  the 
form  of  the  resolution  was  a  very  obvious  thing,  and  was  adopted 
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by  a  vote,  I  think,  49  to  7  or  8  in  the  month  of  May,  1917,  and  the 
policy  I  advocated  was  supported. 

The  Chairman.  Did  you  as  chairman  of  the  board  approve  of  a 
plan  to  build  concrete  ships  ? 

Mr.  Denman.  No;  that  question  did  not  come  up  in  my  time. 
There  had  been  a  discussion  concrete  ships,  but  it  nad  not  gotten 
to  a  definite  proposal. 

The  Chairman.  No  contracts  were  signed  while  you  were  chair- 
man for  concrete  ships  ? 

Mr.  Denman.  No;  not  only  were  no  contracts  signed  but  na 
proposals  were  made  to  us. 

The  Chairman.  Did  you  take  up  the  question  of  composite  ships  f 

Mr.  Denman.  I  did  not  personally. 

The  Chairman.  Were  any  contracts  signed  ? 

Mr.  Denman.  Yes,  sir;  there  were  cou tracts  signed,  that  is  to 
say,  as  an  experiment.  The  composite  ship  involved  the  use  of  a 
certain  amount  of  steel,  and  it  was  a  question  whether  or  not  the 
gain  in  wood  that  was  put  on  the  vessels  overcame  the  risk  in  attempt- 
ing to  fasten  wood  and  steel  together.  You  see  you  have  diverse 
materials,  and  fastenings  suitable  for  wood  might  not  be  suitable  for 
steel.  You  have  to  run  a  rivet  through  both  the  wood  and  the  steel 
in  that  t3rpe.  I  understand  that  the  ships,  as  an  emergency  propo- 
sition, were  fairly  successful. 

The  Chairman.  Did  you  have  any  advisers  or  unofficial  assist- 
ants from  the  shipping  world  with  whom  the  board  consulted  as 
these  various  problems  came  up  before  it  during  your  administra- 
tion? 

Mr.  Denman.  I  was  the  chairman  of  the  shipping  committee  of 
the  Council  of  National  Defense,  and  I  had  many  consultations  with 
those  gentlemen,  and  they  were  very  helpful.  They  knew  the  game,, 
and  

The  Chairman  (interposing).  I  asked  you  if  you  had  any  imoffi- 
cial  advisers  of  shipping  men  with  whom  you  consulted  as  these 
various  problems  came  up  before  the  board. 

Mr.  Denman.  I  am  speaking  now  of  those  men. 

The  Chairman.  Were  they  shipping  men? 

Mr.  Denman.  All  of  them  were  shipping  men. 

The  Chairman.  So  you  did  have  them  ?  _ 

Mr.  Denman.  Oh,  yes;  I  presume  I  had  the  strongest  group  in  the 
United  States. 

The  Chairman.  Did  you  discuss  the  question  of  this  Diesel  engine 
with  them  ? 

Mr.  Denman.  All  those  men  agreed  that  the  Diesel  was  advisable. 
The  specific  

The  Chairman  (interposing).  Can  you  give  us  the  names  of  some 
of  them? 

Mr.  Denman.  Mr.  P.  A.  S.  Franklin;  Mr. — I  can  give  you  a  list  of 
that  committee,  but  the  specific  men  who  had  had  Diesel  experience 
among  them,  I  do  not  recall. 

The  Chairman.  No;  I  am  not  talking  about  men  who  had  had 
Diesel  experience  or  anything  else.  I  want  to  know  if  you  as  chair- 
man of  the  Shipping  Board  had  the  benefit  or  the  opportunity  of  con- 
sulting with  practical  shipping  men,  and  if  you  did  consult  with  them. 

Mr.  Denman.  I  consulted  day  after  day  

The  Chairman  (interposing) .    Can  not  you  give  us  their  names  ? 
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Mr.  Denman  (continuing)  .  And  I  consulted  with  them  many  times 
at  night.  I  was  going  to  give  you  the  names,  but  you  restricted  me 
in  my  answer. 

The  Chairman.  No;  I  said  in  the  various  problems  that  came  be- 
fore the  board  did  you  consult  these  shipping  men  of  practical  expe- 
rience.   I  did  not  restrict  your  answer. 

Mr.  Denman.  Mr.  P.  A.  S.  Franklin,  Mr.  Raymond,  Mr.  Sherman, 
of  the  Grace  Co.  and  the  Pacific  Mail  Co.;  Mr.  Bull  and  Mr.  Munson 
in  the  West  Indies  and  the  South  American  trade.  There  was  a  gen- 
tleman from  the  Standard  Oil  fleet,  but  I  have  forgotten  his  name. 
I. will  think  of  it  in  a  moment. 

The  Chairman.  Was  Mr.  Luckenbach  of  the  Luckenbach  line  one 
of  those  whom  you  consulted  ? 

Mr.  Denman.  Yes;  Mr.  Luckenbach  came  to  us,  and  I  remember 
we  were  particularly  indebted  to  him  in  the  matter  of  personnel.  We 
had  two  or  three  men  proposed  that  Mr.  Luckenbach  gave  us  the  his- 
tory of  and  saved  us  making  one  bad  break  in  employment.  Mr. 
Luckenbach  had  had  a  very  stiff  experience — ^he  was  outside  of  the 
inside  group  in  New  York,  had  been  an  independent,  and  had  learned 
shipping  economy  under  the  fiercest  competition.  As  I  say,  I  did  not 
know  the  inside  of  the  New  York  shipping  world,  and  those  gentlemen 
that  I  consulted  with  were,  many  of  them,  or  at  least  some  of  them, 
tied  up  with  British  interests.  My  opinion  of  those  men  was  that  if 
they  could  have  been  free  from  that  influence,  as  they  would  liked 
to  have  been,  and  could  have  run  their  ships  as  they  wished,  they 
would  have  run  them  strictly  American. 

Take  Mr.  Franklin,  who  was  the  head  of  the  International  Mercantile 
Marine.  That  wa.s  a  parent  company,  owning  all  or  nearly  all  the 
stock  of  three  or  four  English  fleets  owned  by  English  corporations. 
Under  a  wise  provision  of  the  English  law,  from  their  standpoint,  the  di- 
rectors of  those  corporations  had  to  be  Englishmen,  and  during  the  war 
had  to  be  persons  agreeable  to  the  Central  Ship  Control.  Mr.  Franklin 
wanted  to  get  those  ships  out  and  make  it  an  American  company.  At 
that  time  he  was  being  bitterly  attacked  by  various  people,  as  being 
tied  up  with  the  British.  To  mention  Franklin  in  connection  with 
measures  in  the  Congress  at  one  time  would  have  instantly  suggested 
a  British  connection.  But  so  far  as  his  work  with  me  was  concerned, 
and  the  advice  that  I  got  from  him,  Mr.  Franklin — and  I  analyzed 
what  he  said  closely — was  never  un-American. 

Now  I  repeat,  as  I  did  not  know  the  inside  of  the  New  York  ship- 
ping organization  I  had  to  proceed  very  cautiously. 

The  Chairman.  Was  there  anybody  on  the  board  who  did  know  it? 

Mr.  Denman.  No. 

The  Chairman.  Didn't  Mr.  Baker  know  it? 

Mr.  Denman.  Mr.  Baker's  experience  was  in  one  branch  of  the 
International  Mercantile  Marine.  Mr.  Baker  retired,  as  you  will 
recall,  before  the  board  was  organized.  Mr.  Donald  ran  a  small  line 
of  ships  in  the  South  American  trade,  but  Mr.  Donald  did  not  know 
these  larger  men  in  the  shipping  world.  I  remember  once,  when 
this  committee  came  to  my  office,  of  Mr.  Donald  asking  me  to  point 
out  who  certain  well  known  shipping  men  were  in  the  group.  So  I 
was  helpless  except  as  I  was  able  to  discover  for  myself  the  situation, 
but  by  the  time  I  left  I  was  pretty  familiar  with  the  situation. 

The  Chairman.  Did  you  have  any  official  of  the  Board  or  Fleet 
Corpo.ation  whose  duty  it  was,  before  a  yard  was  established,  to 
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visit  the  proposed  site  and  report  back  to  the  Board  or  the  Fleet 
Corporation  before  the  contract  was  signed  ? 

Mr.  Denman.  I  understand  that  Gen.  Goethals  had  such  inspec- 
tors.   I  myself  was  not  famiUar  with  it. 

The  Chairman.  Did  you  make  sure  that  that  was  done? 

Mr.  Denman.  I  did  nothing  in  the  way  of  interfering  with  or 
inquiring  into  the  activities  of  Gen.  Goethals,  and  I  agreed  When  ho 
came  there  that  he  should  have  absolute  control  of  the  details  of 
manufacturing  ships.  And  that  is  the  way  it  should  have  been,  and 
the  responsibiUty  should  have  rested  there.  It  was  impossible  for 
me  to  enter  into  all  those  matters  of  policy,  to  conduct  all  the  different 
negotiations,  try  to  coordinate  shipping  as  a  living  enterprise,  and 
also  attempt  to  manufacture  ships. 

The  Chairman.  Would  you  call  that  a  question  of  detail,  as  to 
whether  a  new  yard,  a  new  plant,  was  to  be  established  ? 

Mr.  Denman.  In  the  mass  of  the  business,  yes.  If  we  had  but 
one  yard  already  existing,  or  one  proposed  new  yard,  mid  we  were 
building  haM  a  dozen  ships,  and  there  were  any  policies  to  be  estab- 
lished, I  of  course  would  have  followed  that.  But  in  the  great 
expansion  all  that  was  turned  over  to  the  general  manager.  As  a 
matter  of  fact,  Mr.  Chairman,  if  we  could  have  gotten  the  Hog 
Island  question  out  of  the  way,  and  the  Diesel  project  started,  Gen. 
Goethals  would  have  been  as  independent  of  interference  of  the 
board  as  Mr.  Schwab  believed  when  he  became  director  general. 
I  was  responsible  for  the  Emergency  Fleet  Corporation  as  distin- 
guished from  its  general  manager,  receiving  the  power  from  the 
President  to  build  ships,  and  it  was  my  intention,  as  soon  as  the 
Diesel  and  great  fabricating  question  was  out  of  the  way  and  I 
knew  the  details  so  that  I  could  explain  them  to  the  Congress,  that 
we  should  have  nothing  more  to  do  with  the  details  of  construction; 
and  the  general  manager,  as  director  general  of  shipping,  should  be 
made  personally  responsible  and  have  the  power  and  the  fuU  power 
to  carry  out  the  progi^am.  I  believe  in  that  method.  I  beheve  in 
placing  individual  responsibility  and  keeping  your  hands  off. 

The  Chairman.  You  felt  that  when  a  contract  came  up  to  you 
recommended  by  Gen.  Goethals  for  the  establishment  of  a  new  yard 
at  a  point  where  no  shipping  activities  had  ever  before  occurred, 
that  all  you  need  look  for  was  the  signature  of  General  Goethals  for 
you  to  sign  the  contract  ? 

Mr.  Denman.  Yes;  and  for  the  reason  that  we  never  would  have 
gotten  the  efforts  that  we  did  get  if  we  had  not  put  ways  where 
ways  had  never  existed  before ;  in  some  places,  in  ports  of  other  places 
where  ships  had  never  been  built  before. 

The  Chairman.  And  don^t  you  know  that  you  put  ways  where 
ways  had  never  existed  before  and  that  you  never  got  a  ship  off 
them? 

Mr.  Denman.  I  do  not  know  that,  but  I  imagine  quite  hkely  that 
happened. 

The  Chairman.  What  advantage  could  that  be  in  the  building  of 
this  great  fleet  ? 

Mr.  Denman.  No  more  advantage  than  the  gunpowder  we  had 
after  the  war  was  over.  If  you  want  to  call  it  a  break,  it  was  one  of 
the  breaks,  or  one  of  the  cases  of  imsuccessful  attack  in  the  ship- 
building program.  It  is  just  as  any  attack  in  the  war  might  have 
been  unsuccessful,  as  many  of  them  were,  when  made  by  the  troops. 
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The  Chairman.  Didn't  you  have  some  well-established  policy  as 
to  the  establishment  of  new  shipbuilding  plants,  as  to  where  they 
should  be,  and  the  number  of  ships  that  were  to  be  constructed,  and 
the  number  of  ways  to  be  built?  Now,  of  new  plants,  I  mean; 
didn't  you  have  some  general  broad  policy  along  that  line? 

Mr.  Denman.  Yes;  1  think  Gen.  Gfoethals  had  the  general  broad 
policy  of  

The  Chairman  (interposing).  I  mean,  didn't  you  as  chairman  of 
'the  Shipping  Board,  and  the  Shipping  Board  itself,  before  it  got  to 
Gen.  Goethals,  before  this  particular  discretion  was  turned  over  to 
him,  have  some  particular  policy  under  which  new  shipbuilding  plants 
were  to  be  established  and  the  matter  as  to  their  location  laid  down. 

Mr.  Denman.  There  was  a  broad  policy,  but  the  power  was  allo- 
cated, Mr.  Chairman,  to  the  Emergency  Fleet  Corporation,,  and  not 
to  the  Shipping  Board. 

The  Chairman.  What  was  the  broad  policy  of  the  Shipping  Board 
with  reference  to  the  construction  of  new  shipbuilding  plants  ? 

Mr.  Denman.  To  construct  new  shipbuilding  plants  wherever  the 
technical  investigation  indicated  that  we  might  established  a  plant, 
get  the  labor;  and,  better  than  that,  get  the  managerial  energy  and 
capacity  to  assemble  the  superintendents  and  draftsmen,  because 
drafting  is  an  essentiaV  thing  in  beginning  ships — and  particularly  to 
find  labor  that  was  adaptable  to  the  building  of  the  class  of  ships  to 
be  built.  For  instance,  in  building  wooden  ships  it  is  desirable  to 
get  as  near  as  possible  men  who  are  experienced  m  handling  timbers, 
even  though  they  may  never  have  sliuig  an  adz  in  a  ship's  hull  or 
in  a  yard  where  timbers  for  ships  are  prepared;  to  get  loggers  and 
millmen  familiar  with  handling  large  timbers  is  more  desirable  than 

5 Teachers  and  unskilled  labor  of  various  kinds,  which  finally  had  to  be 
rafted. 

The  Chairman.  Did  you  ever  decline  to  sign  any  contract  that  came 
to  your  desk  with  Gen.  Goethals's  approval  ? 

Mr.  Denman.  No.    I  asked  for  modification  in  some  cases. 

The  Chairman.  Did  you  ever  ask  Gen.  Goethals  to  recommend 
or  to  approve  contracts  which  you  or  the  members  of  this  committee 
had  disapproved  of  ? 

Mr.  Denman.  No. 

The  Chairman.  Did  you  in  any  way  yourself,  or  by  request  of 
others,  attempt  to  influence  General  (joethals's  decision  in  the  rec- 
ommendations he  made  as  to  the  awarding  of  contracts  ? 

Mr.  Denman.  No;  Mr.  Chairman,  and  I  have  not  done  it  since  in 
my  maritime  practice,  which  has  brought  me  in  contact  with  many 
yards  since  I  left  the  Shipping  Board.  I  have  made  no  attempt  at 
any  time  to  secure  any  contracts  for  any  clients  of  mine. 

The  Chairman.  Were  you  president  of  the  board  when  the  ques- 
tion of  the  Austrian  ships  came  up  ? 

Mr.  Denman.  Yes;  but  my  connection  with  that  was  not  as 

f president  of  the  board,  although  I  was  president,  and  I  was  chosen 
or  that  reason.  I  was  the  direct  agent  of  the  President,  and  he  had 
a  special  fund  given  him  by  the  Congress,  which  was  used  for  that 
purpose. 

Tne  Chairman.  Well,  the  board  passed  on  the  question  of  the 
Austrian  ships,  did  it  not? 

Mr.  Denman.  No,  sir;  it  had  nothing  to  do  with  them. 
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The  Chairman.  The  Shipping  Board  did  not  ? 
Mr.  Denman.  No. 

The  "Chairman.  Do  you  know  whether  or  not  the  minutes  of  the 
Shipping  Board  show  that  it  participated  in  the  question  of  the 
disposition  of  the  Austrian  ships? 

Mr.  Denman.  You  are  speaking  of  disposition  now.  I  was  speak- 
ing of  the  purchase.  The  disposition  of  the  Austrian  ships  was 
made  after  I  left. 

The  Chairman.  Well,  do  yon  know  whether  or  not  the  minutes  of 
the  Shipping  Board  show  tliat  it  participated  in  the  acquisition  of 
the  Austrian  ships  ? 

Mr.  Denman.  No;  they  do  not,  Mr.  Chairman.  If  you  want  the 
whole  story-  

The  Chairman  (interposing).  I  am  asking  you  now  whether  the 
minutes  of  the  board  disclose  that  the  Shipping  Board  participated 
in  the  negotiations  or  the  dealings  had  with  reference  to  the  acquisi- 
tion of  the  Austrian  ships. 

Mr.  Denman.  I  can  say  no,  the  minutes  do  not  show  that,  because 
the  Shipping  Board  did  not  have  anything  to  do  wdth  the  acquisi- 
tion of  the  Austrian  ships.  But  the  Shipping  Board  had  had  nego- 
tiations prior  to  that  for  their  charter,  but  the  board  itself  had 
nothing  to  do  with  their  purchase.  That  was  a  new  plan  proposed 
by  the  President  and  carried  out  by  Mr.  Baruch  and  myself. 

The  Chairman.  Didn^t  you  appear  before  the  War  Industries 
Board  as  chairman  of  the  Shipping  Board  in  the  matter  of  the 
acquisition  of  the  Austrian  ships  ? 

Mr.  Denman.  No;  I  appeared  before  the  Council  of  National 
Defense,  at  their  request,  to  make  suggestions  as  to  where  we  could 
get  tonnage  for  immediate  use.  And  at  that  time  it  was  contemplated 
that  we  woidd  enter  into  chartering  arrangements  with  the  Ameri- 
<ian  purchasers  of  the  Austrian  ships. 

The  Chairman.  Didn't  you  appear  before  the  War  Trade  Board, 
as  chairman  of  the  Shipping  Board,  in  that  connection? 

Mr.  Denman.  It  was  organized  after  that  time. 

The  Chairman.  The  War  Trade  Board  was  not  then  organized? 

Mr.  Denman.  No,  sir^ 

The  Chairman.  Then  this  is  a  fourth  capacity  in  which  you  ap- 
peared whUe  you  were  chairman  of  the  board.  One  was  as  chair- 
man of  the  committee  of  the  Council  of  National  Defense,  and  the 
others  were  as  representative  of  the  President  in  connection  with 
the  Cunard  contract,  and  chairman  of  the  Shipping  Board,  and  then 
you  also  appeared  in  another  capacity  with  reference  to  the  acquisi- 
tion of  the  Austrian  ships. 

Mr.  Denman.  That  is  correct;  although  the  Cunard  matter  was 
under  way  by  me  before  I  got  the  President's  indorsement  of  what 
I  purposed  to  do. 

The  Chairman.  Undertaken  on  your  own  account? 

Mr.  Denman.  Yes;  a  function  in  a  war  j\^ay. 

The  Chairman.  As  representing  any  particular  interest? 

Mr.  Denman.  I  do  not  think  I  thought  much  about  that;  I  wanted 
to^et  ships. 

The  Chairman.  For  whom? 

Mr.  Denman.  For  the  United  States. 
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The  Chairman.  Was  this  the  result  of  some  conference  with  the 
President  that  this  matter  was  turned  over  to  you?  Did  yon  bring 
it  to  his  attention,  do  you  mean  ? 

Mr.  Denman,.  I  brought  it  up  at  this  session  of  the  allied  repre- 
sentatives and  of  the  House  and  Senate,  which  was  held  in  the 
YPhite  House  on  the  9th  of  May,  1917,  at  which  my  whole  project 
for  building  steel  and  wooden  ships  then  embodied  in  legislation 
in  a  proposed  bill,  was  discussed  by  those  gentlemen.  As  I  look 
back  on  the  things  I  did  in  Washington  I  b^lieve  that  was  one  of  the 
most  significant.  I  think  if  every  oill,  the  food  bill,  and  every  one 
of  the  large  war  measures,  which  were  under  discussion  and  bitter 
discussion,  in  the  two  Houses,  had  been  the  subject  of  the  kind  of 
conference  that  we  had  over  our  legislation,  that  many  of  the  diffi- 
culties which  arose  in  the  Congress  would  have  been  smoothed  over. 

The  Chairman.  Well,  you  were  chairman  of  the  Shipping  Board  at 
that  time? 

Mr.  Denman.  I  was  chairman  of  the  Shipping  Board  from  the 
20th  of  March  until  the  24th  of  July. 
The  Chairman.  And  this  was  on  the  19th  of  May. 
Mr.  Denman.  The  9th  of  May. 
The  Chairman.  Yes;  the  9th  of  May. 
Mr.  .Denman.  Yes,  sir. 

The  Chairman.  You  were  chairman  of  the  Shipping  Board  at 
that  time? 
Mr.  Denman.  Yes,  sir. 

The  Chairman.  Did  you  start  to  add  to  your  answer? 
-  Mr.  Denman.  I  presented  to  the  assembled  group  of  legislators 
and  the  President,  our  whole  pipping  program,  and  I  pointed  out 
that  in  order  to  make  it  successful  we  would  have  to  stop  the  build- 
ing of  high  buildings  and  steel  bridges  and  run  all  the  yards  on  the 
two  or  three  shift  basis,  and  that  these  Cunard  contracts  stood  in 
the  way.  And  I  was  requested  by  the  President,  acting  as  conferee 
with  the  British  Commission,  to  obtain  from  Mr.  Balfour  an  amicable 
%greement  for  their  return. 

The  Chairman.  How  did  you  secure  an  appointment  from  the 
President  to  negotiate  with  reference  to  the*acquisition  of  the  Aus- 
trian ships  ?    Was  the  appointment  in  writing  ? 

Mr.  Denman.  No;  and  the  circumstances  were  these:  At  the  time 
the  Council  of  National  Defense  was  asking  concerning  the  obtain- 
ing of  additional  tonnage,  I  think  under  the  pressure  of  the  pleadings 
from  the  French,  and  we  started  in  to  negotiate  with  the  Pyne 
syndicate  and  its  representatives  in  New  York  for  a  charter  of  the 
vessels.  Subsequently,  and  I  have  forgotten  the  exact  date  but  it 
was  in  the  middle  of  April,  the  President  asked  me  about  this  tonnage, 
and  I  assume  that  probably  Mr.  Baker,  who  was  the  chairman  of  the 
council,  had  been  talking  to  him  about  it,  because  he  asked  me  not  to 
secure  a  charter  but  to  secure  the  ships,  and  to  secure  them  at  cost, 
80  that  in  the  first  negotiations  for  the  purchase  of  ships  there  would 
be  an  example  to  the  country  on  a  no-profit  transaction.    I  was 


The  Chairman  (interposing).  Isn't  it  a  fact  that  notwithstanding 
you  acted  in  these  several  other  capacities,  that  the  reason  you  were 
appointed  was  because  you  were  chairman  of  the  Shipping  Board, 
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and  these  were  shipping  problems,  and  that  rather  than  have  the 
entire  board  act  upon  Sie  matter  the  President  asked  you  to  carry 
out  the  negotiations  ? 

Mr.  Denman.  That  is  correct. 

The  Chairman.  They  were  shipping  problems,  were  they  not? 
Mr.  Denman.  Oh,  the  Austrian  ships  were  a  splendid  addition  to 
our  fleet. 

The  Chairman.  In  none  of  these  other  capacities  did  you  receive 
any  appointment  or  commission  actually  signed  by  the  President? 

Mr.  Denman.  I  received  notification  from  the  State  Department 
in  connection  with  the  conferences  on  ships,  but  what  communica- 
tion passed  between  the  President  and  this  department  I  do  not 
know. 

The  Chairman.  Mr.  Denman,  you  never  received  any  appoint- 
ment or  commission  signed  by  the  President  designating  you  as 
commissioner  or  conferee  or  anything  else  ? 

Mr.  Denman.  I  did  not  receive  it;  no;  not  in  the  sense  of  having 
had  handed  to  me  a  paper  with  the  signature  of  the  President  thereon. 

The  Chairman.  Did  you  make  the  appointments  of  the  various 
officials  of  the  board? 

Mr.  Denman.  No;  I  made  no  appointments.  I  had  no  power  to 
do  so. 

The  Chairman.  Who  had  the  power? 
Mr.  Denman.  The  board. 

The  Chairman.  Did  you  sign  the  commissions  for  the  various 
appointees  of  the  board  ? 

Mr.  Denman.  My  recollection  is  that  the  only  thing  we  did  was  to 
pass  a  resolution  by  the  board. 

The  Chairman.  Who  appointed,  for  instance,  the  stenographers  to 
the  board;  did  you  appoint  them? 

Mr.  Denman.  Yes;  they  were  all  appointed  by  resolution. 

The  Chairman.  And  as  president  of  the  Emergency  Fleet  Coipora- 
tion,  how  were  the  officials  of  that  organization  appointed  ? 

Mr.  Denman.  By  Gen.  Goethals.  ^ 

The  Chairman  You  made  no  appointments  to  the  Fleet  Corpo- 
ration? * 

Mr.  Denman.  None  whatsoever. 

The  Chairman.  Did  you  ever  ask  that  anybody  be  appointed  in 
that  organization  ? 

Mr.  Denman.  No.  There  was  a  question  as  to  whether  Mr. 
Eustis  should  remain  with  our  organization  or  should  go^ith  Gen. 
Goethals  and  Gen.  Goethals  and  I  had  some  discussion  over  that 
matter  and  I  said  it  was  for  him  to  decide,  but  that  I  thought  Eustis 
would  be  useful  to  him.  They  ultimately  had  a  disagieement  and 
Eustis  left  the  Emergency  Fleet  Corporation  and  remained  an  em- 
ployee of  the  Shipping  Board,  and  he  finally  devised  that  scheme 
for  cutting  vessels  and  getting  them  out  of  the  Great  Lakes.  I  say 
he  devised  it;  I  mean  he  perfected  it.    It  was  well  known  at  the  time. 

The  Chairman.  If  Gen.  Goethals  was  vested  with  this  broad  dis- 
cretion with  reference  to  the  estabhshment  of  new  plants  and  new 
yards,  and  with  recommending  and  signing  of  contracts,  what  was 
there  that  brought  the  Hog  Island  project  to  your  attention  and 
which  resulted  in  a  difference  of  opinion  between  you  and  the 
^^eneral  ? 
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Mr.  Denman.  The  magnitude  of  the  project  and  the  public  atten- 
tion that  it  occupied;  the  imminence  of  our  demand  for  more  money, 
to  be  made  before  the  Congress,  and  my  obligation  to  appear  before 
congressional  committees.  All  that  we  desired  from  Gen.  Goethals 
was  a  more  complete  statement  as  to  the  project,  and  I  believe  if  we 
could  have  convmced  the  General  that  it  was  not  the  beginning  of  a 
series  of  invasions  of  his  prerogatives  that  we  would  have  had  no 
difficulty  there. 

The  Chairman.  Have  you  some  questions,  Mr.  Foster? 

Mr.  Foster.  Nothing  further  than  the  one  I  inquired  about 
vesterday.  1  want  to  ask  you,  Mr.  Denman,  if  during  the  time  you 
nad  chaise  of  the  contracts  the  Skinner  and  Eddy  contract,  in 
Seattle,  in  the  form  referred  to  yesterday,  came  up  ?  I  gathered  the 
information  out  there,  Mr.  Denman,  that  it  was  a  contract  peculiar 
and  different  from  others  in  that  no  inspection  of  their  books  and 
accounts  was  permissible  unless  they  haa  authority  from  the  home 
office  in  the  East.  I  thought  you  might  give  as  some  information 
as  to  how  such  a  contract  would  be  in  the  position  of  standing  out 
by  itself  as  to  this  provision  from  others  on  the  coast. 

Mr.  Denman.  My  impression  is  that  Skinner  and  Eddy  got  their 
contract  after  my  time,  and  if  it  was  after  my  time  I  would  not 
know. 

Mr.  Foster.  I  asked  you  because  you  referred  to  it. 

Mr.  Denman.  I  was  referring  to  something  entirely  different  from 
the  matter  of  expense  or  conditions  of  the  contract.  I  was  referring 
to  war  efficiency.    I  know  nothing  of  the  details  of  that  contract. 

Mf.  Foster.  Wlio  would  know  about  that  ? 

Mr.  Denman.  You  can  get  a  copy  of  the  Skinner  and  Eddy  con- 
tract. 

Mr.  Foster.  We  have  had  that,  but  who  would  know  of  the  con- 
ditions existing  at  the  time  that  the  contract  was  made,  and  who 
could  explain  why  it  contained  a  different  provision  from  any  other 
contract  on  the  Pacific  coast,  which  provision  was  that  the  United 
States  district  . auditor  had  no  right  to  look  at  the  books  imtil  he  got 
authority  from  the  office  in  Philadelphia.  Where  might  this  com- 
mittee, in  your  judgment,  go  to  find  the  situation  existing,  if  any 
there  was,  to  warrant  that  kind  of  contract  standing  out  by  itself. 

Mr.  Denman.  If  Admiral  Capps  signed  that  contract  he  could  tell 
you  who  the  person  was  who  was  responsible  for  drawing  it  up. 
If  it  was  Admiral  Bowles,  lie  could  tell  you.  Those  were  the  two 
men  in  succession  in  charge  of  shipbuilding  after  Gen.  Goethals  left. 

Mr.  Foster.  You  would  not  know  anybody  else  other  than  these 
two  men  ? 

Mr.  Denman.  Those  were  the  men  who  were  responsible. 

Mr.  Foster.  Was  any  contract  made  with  Skinner  and  Eddy  while 
you  were  chairman  of  the  board  ? 

Mr.  Denman.  I  say  my  impression  is  that  it  was  after  my  time. 
I  do  not  recall  signing  any  Skinner  and  Eddy  contract. 

Mr.  Foster.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Any  questions,  Mr.  Cormally? 

Mr.  CoNNALLY.  I  want  to  ask  Mr.  Denman  one  or  two  questions. 
Mr.  Denman,  this  controversy  that  arose  between  you  and  Gen. 
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Goethals  resulted  in  the  resignation  of  both  of  you  at  the  same  time, 
did  it  not  ? 

Mr.  Denman.  I  do  not  know  whether  it  was  the  controversy  or 
not.  The  President  has  never  indicated  to  me  whether  it  was  the 
controversy  with  Gen.  Goethals  or  what  it  was. 

Mr.  CoNNALLY.  Well,  both  of  you  resigned  simultaneously  ? 

Mr.  Denman.  Yes,  sir;  simultaneously. 

Mr.  CoNNALLY.  My  object,  though  I  can  not  follow  it  up,  because 
you  probably  would  not  know,  or  what  I  was  wondering  was  as  to 
why  there  was  no  decision  made  between  you  ? 

Mr.  Denman.  Because  there  was  really  nothing  to  decide. 

Mr.  CoNNALLY..  Very  well.  You  spoke  about  Mr.  Stevens  being  the 
political  member  of  the  board.  How  long  was  Mr.  Stevens  on  the 
Doard  ? 

Mr.  Denman.  Mr.  Stevens  retired  from  the  board  just  prior  to  his 
Candidacy  for  the  Senate  in  the  State  of  New  Hampshire  in  this  last 
campai^  He  was  on  the  board  from  about  the  18th  of  March, 
1917.  When  1  spoke  of  him  being  the  political  member  of  the  Board 
— and  I  want  again  to  be  imderstood  as  not  treating  that  as  a  term  of 
derogation — 1  mean  I  had  not  what  is  known  as  political  sense.  Mr. 
Stevens  was  a  verj  valuable  man  in  many  ways.  Despite  his  attitude 
on  the  Cunard  ships  he  was  sent  to  England  as  the  Shipping  Board's 
representative  there. 

Mr.  Conn  ALLY.  Did  you  mean  by  the  term  'Hhe  political  member'' 
that  he  was  not  a  practical  shipping  man  ?  That  is  really  what  you 
meant,  wasn't  it  ? 

Mr.  Denman.  I  think  more  than  that.  He  had  a  certain  kind  of 
political  sagacity.  For  instance,  he  wanted  us  to  keep  ourselves 
secure  with  the  White  House  in  the  Boiling  appointment;  and  he 
wanted  us  to  ride  with  the  English  at  the  time  it  was  unpopular  to 
disagree  with  them.  He  was  a  man  who  sensed  the  general  prevailing 
political  conditions. 

Mr.  CoNNALLY.  You  spoke  in  your  testimony  of  the  mess  that  had 
resulted  from  lack  of  a  proper  accoimting  system.  What,  if  anything, 
was  done  during  your  adjainistration  with  reference  'to  outlining  a 
general  plan  of  keeping  the  expenditures,  the  disbursements,  both  of 
the  Shipping  Board  and  the  Emergency  Fleet  Corporation,  in  a 
systematic  manner?  Was  anything  done?  Who  was  in  charge, 
and  who  was  supposed  to  direct  those  things  ? 

Mr.  Denman.  That  was  a  matter  of  board  policy.  You  wiU  recall, 
*  Mr.  Congressman,  that  the  power  to  do  this  was  not  allocated  to  us 
until  the  11th  of  July,  1917. 

Mr.  CoNNALLY.  The  power  to  do  what  ? 

Mr.  Denman.  To  allocate  the  functions  of  shipbuilding  and  ship- 
ping operations  to  anybody.  On  the  15th  of  June,  1917,  the  Congress 
passed  the  war  ship  bill.  The  form  of  that  bill  gave  to  the  President 
all  the  powers,  and  it  was  for  him  to  allocate  those  powers  amongst 
such  agencies  as  he  chose.  Now,  on  the  11th  of  July  he  made  tno 
decision  between  operations  and  shipbuilding,  and  when  I  sat  down 
with  Mr.  Hurley  I  called  his  attention  to  the  division,  and  told  him 
that  in  our  opinion  he  should  create  a  new  corporation  so  that  he^ 
might  have  in  one  corporation  the  operation  of  ships  and  in' 
another  the  manufacture  of  ships. 
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Mr.  CoNNAiJ.Y.  Well,  I  know,  but  what  were  you  doing  about 
your  accounting  while  you  were  in  there  ?  You  were  spending  money, 
and  did  you  have  any  comprehensive  plan  of  accounting,  either 
in  shipbuilding  or  in  operation  ? 

Mr.  Denham.  We  had  a  complete  system  of  accounting  at  the 
time.  We  were  getting  no  money,  you  know,  for  operations.  We 
were  operating  in  this  way:  We  repaired  these  German  ships  and 
turned  them  over  to  the  different  allies,  who  operated  them  on  a 
compensation  to  be  later  fixed.  I  was  yesterday  asked  the  date 
w^hen  we  started  that  activity  in  New  York.  It  was  on  April  6,  1 917, 
the  day  that  we  entered  the  war. 

Mr.  CoNNALLY.  I  believe  that  is  all,  Mr.  Chairman. 

Mr.  Kelley.  Following  along  that  same  line,  Mr.  Denman:  Dur- 
ing the  early  part  of  your  administration  large  sums  of  money  were 
advanced  to  the  various  shipbuilding  companies,  and  great  quan- 
tities of  material  were  provided  for  ships.  Do  you  recall  whether 
there  was  at  that  time  a  proper  sysiem  of  Keeping  track  of  the  material 
that  went  into  various  yards — or  would  that  go  to  Gen.  Goethals  ? 

Mr.  Denman.  I  knew  nothing  about  that.  I  imagine  that  none  of 
those  new  yards  had  gotten  to  the  point  where  materials  had  been 
assembled  m  any  large  quantities.  But  that  is  a  mere  question  of 
hazard.  ^ 

Mr.  Kelley.  That  would  have  been  a  good  time  to  have  inaugu- 
rated your  system — before  you  got  a  large  part  of  your  material. 

Mr.  Denman.  Oh,  I  have  no  doubt  Gen.  Goethals  would  have 
had  it  organized  as  well  as  he  did  on  the  canal  if  he  had  continued; 
but  you  will  remember  we  were  only  going  12  days  under  the  author- 
ity. Prior  to  that  time  he  was  trying  to  stimulate  shipping  men 
to  get  the  work  started  at  all. 

Mr.  Kelley.  You  mean  that  you  only  had  12  days  of  actual 
service  when  you  could  pay  out  money  ? 

Mr.  Denman.  No;  we  paid  out  money  without  authority. 

Mr.  Kelley.  I  know;  but  that  is  something,  of  course,  you  ex- 
pected would  be  ratified  ? 

Mr.  Denman.  Oh,  yes. 

Mr.  KelleY.  Who  was  the  first  comptroller  of  the  Shipping  Board 
and  of  the  Fleet  Corporation  ? 
Mr.  Denman.  Mr.  Soleau. 

Mr.  Kelley.  This  was,  of  course,  destined  to  be  a  very  large 
project,  this  shipbuilding  business.  You  knew  when  you  startec^ 
in  it  was  going  to  be  an  enormous  corporation  in  volume  of  business 
and  in  money  handled.  What  qualifications  did  Mr.  Soleau  have 
for  the  handling  of  the  books,  keeping  track  of  these  lunds,  and 
keeping  track  of  the  materials  which  were  to  be  assigned  to  those 
various  companies  ? 

Mr.  Denman.  Mr.  Soleau  was  the  auditor  for  the  Shipping  Board  

Mr.  Kelley  (interposing) .  I  know,  but  what  qualincations  had  he  ? 

Mr.  De.vm\.n  (continuing).  And  Mr.  011a  was,  as  I  recall,  the 
auditor  for  the  Emergency  Fleet  Corporation.  He  was  chosen  by 
Gen.  Goethals,  and  I  am  not  aware  what  prior  experience  he  had. 

Mr.  Kellej.  Mr.  Denman,  it  would  seem  as  though  the  Treasury 
Department  could  have  set  up  a  system  of  books  for  you  which  would 
have  been  in  harmony  with  the  other  systems  of  bookkeeping  of  the 
Government,  and  if  that  had  been  done  you  could  have  kept  out  of 
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the  trouble  that  we  got  into.  Why  wasn't  the  Treasury  Department 
called  into  that  matter  ? 

Mr.  Denman.  I  do  not  know  what  Gen.  Goethals  did  about  that. 

Mr.  Kelley.  Wasn't  the  comptroller  in  fact  the  joint  comptroller 
of  the  Shipping  Board  and  of  tne  Emergency  Fleet  Corporation. 

Mr.  Denman.  My  recollection,  is  that  the  entire  question  of  manu- 
fa<5ture  and  manuifacturing  accounts  was  under  Gen.  Goethals  and 
that  Mr.  Soleau  had  charge  of  Shipping  Board  funds. 

Mr.  Kelley.  But  I  undei-stood  you  to  say  that  the  Shipping 
Board  made  the  appointments,  even  down  as  low  as  the  place  of 
stenographer. 

Mr.  Denman.  No;  you  misunderstood  me.  They  made  appoint- 
ments for  Shipping  Board  activities  which  \vere  policy  and  operation. 
Gen.  Goethals  made  all  the  appointments  on  the  manufacturing 
end,  and  that  was  provided  in  one  of  the  by-laws  of  the  Emergency 
Fleet  Corporation  on  April  18,  1917. 

Mr.  Kelley.  To  cut  it  short,  if  there  was  none  or  an  improper 
method  established  in  the  matter  of  accounting  and  keening  track 
of  the  suppHes  of  the  Government,  that  responsibility  falls  on  Gen. 
Goethals  and  not  on  you? 

Mr.  Denman.  That  is  correct;  but  it  must  be  remembered  thai 
Gen.  Goethals  did  not  have  the  perfecting  of  his  s;  stem;  that  he  >vas 
striving  during  all  mat  time  he  was  there  to  stimulate  production. 

Mr.  Kelley.  I  know,  Mr.  Denman,  but  the  testimony  before  this 
committee  has  been  that  in  some  cases  the  board  did  not  even  know 
where  the  funds  were;  did  not  know  how  much  they  were;  and  the 
system  was  so  faulty  that  the  board  did  not  even  hare  kno  fledge  of 
where  the  moneys  were  deposited  nor  in  what  amounts. 

Mr.  Denman.  Nothing  of  that  kind  existed  during  Gen.  Goethals' 
time,  because  we  had  not  gone  far  enough. 

Mr.  Kelley.  You  had  funds  ? 

Mr.  Denman.  We  had  funds,  and  I  vriSl  wager  this,  which  is  a  mere 
wager  or  hazard,  that  every  fund  could  have  been  located 

Mr.  Kelley.  You  took  over  in  your  time  the  sliips  that  were  being 
built  on  private  account  ? 

Mr.  Denman.  No;  that  was  after  I  left. 

ifr.  Kjelley.  There  was  no  commandeering  of  sips  in  your  time  ? 

Mr.  Denman.  No.  As  I  say,  in  the  last  meeting  we  had  up  the 
question  of  a  list  of  contracts  of  private  persons  then  in  existence  and 
^he  vessels  being  constructed  and  to  be  constructed,  widen  had  not 
been  completely  compiled,  and  we  requested  at  this  last  meeting  a 
complete  compilation  thereof.  That  was  necessar '  for  a  perfection 
of  the  policy  of  conunandeering. 

Mr.  Kelley.  That  would  fall  to  Gen.  Goethals  also? 

Mr.  Denman.  Yes,  sir. 

Mr.  Kelley.  And  the  policy  of  conunandeering  and  the  keeping 
track  of  commandeered  materials  ? 

Mr.  Denman.  There  are  two  questions  involved  there:  (1)  The 
conmaandeering  policy,  involving,  as  it  did,  the  vessels  of  foreign 
owners,  which  would  be  done  by  the  Shipping  Board  in  conjunction 
with  Gen.  Goethals;  and  (2)  keeping  track  of  materia,  contracts, 
contract  obligations,  which  would  fau  to  Gen.  Goethals.  • 

Mr.  Kelley.  Then  if  it  did  appear  that  the  Government  comman- 
deered material  of  these  various  yards  belonging  to  private  enterprise, 
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and  made  at  the  time  no  inventory  of  that  material,  so  that  it  was 
almost  impossible  to  settle  later  on,  tke  fault  for  that^would  be  with 
Gen.  Goethals? 

Mr.  Denman.  Why,  no.  Gen.  Goethals  would  have  had  abundant 
time  in  the  next  60  days  or  three  months,  if  he  had  remained,  to  have 
made  a  list  of  the  material,  and  to  have  

Mr.  KjELLEY.  (interposing)  How  could  he  do  that  when  he  was 
sending  new  material  m  there  all  the  time  to  finish  ships  ^ 

Mr.  Denman.  The  amount  of  new  material  that  was  going  in  on 
the  commandeered  ships  at  this  period  would  not  have  been  of  any 
considerable  quantity,  because  we  had  not  commandeered.  The 
commandeering  of  ships  came  about  two  or  three  months  afterwards. 

Mr.  KjELLEY.  Then,  Gen.  Goethals's  successor  would  be  responsible 
for  anything  of  the  sort  I  have  indicated  ? 

Mr.  Denman.  Yes;  it  had  not  come  up.  Commandeering  did  not 
come  in  my  time.  We  could  not  commandeer  until  we  got  the 
order  from  the  President,  and  the  order  did  not  come  imtil  July  11. 

Mr.  KjELLEY.  Who  was  Gen.  Goethals's  immediate  successor  ? 

Mr.  Denman.  Admiral  Capps. 

Mr.  Bjjlley.  But  he  did  not  stay  long  ? 

Mr.  Denman.  No;  Admiral  Capps  was  sick. 

Mr.  Bjjlley.  Then  who  followed  him  ? 

Mr.  Denman.  Admiral  Bowles. 

Mr.  Bjjlley.  Did  he  stay  very  long  ? 

Mr.  Denman.  I  think  he  stayed  imtil  Mr.  Schwab  came  in  the 
followi^  April. 

Mr.  eSilley.  Where  was  Mr.  Piez;  where  did  he  come  in? 

Mr.  Denman.  Now,  I  can  not  give  you  that. 

Mr.  Bjelley.  Well,  that  is  a  matter  of  record. 

Mr.  Denman.  Yes.  I  can  not  give  you  the  successions  of  authority 
there.  I  think  Mr.  Piez  was  under  Admiral  Bowles  at  the  start  and 
af temards  succeeded  him,  but  I  do  not  recall  definitely  now.  As  a 
matter  of  fact,  I  was  trying  to  pull  my  law  practice  together  in 
California  at  that  time,  and  my  recollection  of  Shipping  Board  affairs 
as  of  that  time  is  not  entirely  clear. 

Mr.  Kelley.  Then,  any  defects  growing  out  of  improper  accounting 
arose  after  your  time  ? 

Mr.  Denman.  Yes,  I  think  a  very  large  part  is  traceable  to  failure 
to  make  segregatioils  such  as  the  orders  contemplated,  and  that,  to 
a  business  man,  would  seem  obvious.  In  my  own  business  to-day 
I  would  no  more  have  a  blending  of  accoimts  of  that  character  thap 
I  would  think  of  keeping  no  accoimts  at  all.  My  own  cost  sheets  run 
out  to  the  fourth  decimal. 

Mr.  KjELLEY.  Do  you  recall  what  the  qualifications  of  Mr.  Soleau 
were,  and  what  experience  he  had  in  this  kind  of  work  I 

Mr.  Denma:^j.  Yes;  he  had  been  in  the  government  departments 
for  years  as  an  auditor. 

Mr.  Bjjlley.  Wouldn't  it  strike  you  that  such  a  project  of  such 
inamense  size  would  require  the  best  accounting  talent  in  the  country 
to  organize  a  system  of  books  ? 

Mr.  Denman.  Mr.  Soleau  was  on  the  Shipping  Board  side  and  not 
on  the  Emergency  Fleet  side. 

Mr.  KIelley.  I  don't  care  which  side  he  was  on  if  we  could  only 
have  a  proper  set  of  books  on  either  side  or  on  both  sides,  so  as  to  tell 
where  the  material  would  go  and  to  keep  track  of  it. 
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Mr.  Denman.  Mr.  Soleau,  Mr.  Congressman,  had  nothing  to  do, 
as  I  recall  it,  with  the  question  of  materials.  But  Mr.  Soleau  had 
for  years  been  with  the  Treasury  Department  and  understood  treas- 
ury methods.  I  had  no  difficulty  in  obtaining  money  from  the  treas- 
ury or  in  satisfying  the  treasury  requirements  during  the  time  I  was 
chairman  of  the  board. 

Mr.  KelIiEY.  Well,  but  of  course  you  understand  now  there  are 
some  $1,500,000,000  of  accounts  that  the  Treasury  Department  re- 
fuses to  pay. 

Mr.  Denman.  I  understand  there  is  a  dispute  

Mr.  Kelley  (continuing).  Because  of  faulty  accounting. 

Mr.  Denman.  Yes;  I  understand  there  is  a  dispute  as  to  whether 
or  not  the  ordinary  business  method  of  auditing  bilb  before  pa3ang 
them,  or  the  Go\rernment  method  of  auditing  after  payments,  should 
have  prevailed.  I  am  not  in  a  position  to  solve  that  dispute;  and, 
as  a  matter  of  fact,  I  am  not  familiar  with  Government  accounting. 

Mr.  Kelley.  Who  fixed  the  duties  of  the  treasurer  ?  He  must  have 
had  considerable  to  do  even  in  your  day.* 

Mr.  Denman.  I  do  not  recall  how  the  treasurer's  duties  were  fixed. 
My  impression  is  that  the  auditor  was  the  chief  adviser  to  the  treas- 
urer in  the  matter  of  methods  of  acquisition  and  disbursement  of 
funds. 

Mr.  Kelley.  The  treasurer  was  under  the  control  of  ihe  comp- 
troller ? 

Mr.  Denman.  Are  you  referring  to  the  comptroller  of  the  Shipping 
Board? 

Mr.  Kelley.  I  understand  that  the  comptroller  of  the  Shipping 
Board  and  of  the  Emergency  Fleet  Corporation  were  one  and  the 
same  person. 

Mr.  Denman.  Well,  we  had  no  comptroller  in  that  sense  in  my 
time  at  all. 

Mr.  Kelley.  How  was  that  ? 

Mr.  Denman.  I  say,  we  had  no  comptroller  in  that  sense  in  my. 
time  at  all.  I  think  you  will  find  that  during  thej^eriod  immediately 
succeeding  me  these  matters  were  finally  worked  out.  We  were  just 
in  the  process  of  establishing  a  system. 

Mr.  Kelley.  They  were  not  worked  out.  What  I  am  getting  at 
is  this.  Who  fixed  the  duties  of  the  treasurer,  who  determined  what 
his  powers  should  be;  the  board  or  Gen.  Gbethals  or  yourself  or  who  ? 

Mr.  Denman.  The  treasurer  of  the  Emergency  Fleet  Corporation, 
which  had  the  construction  of  ships,  was  under  the  control  of  Gen. 
Goethals. 

Mr.  Kelley.  There  never  was  but  one  treasurer,  was  there,  of  the 
two  organizations  ?  I  mean,  there  was  one  office.  You  did  not  have 
a  treasurer  of  the  Shipping  Board  and  a  treasurer  of  tlje  Fleet  Corpo- 
ration, too,  did  you 

Mr.  Denman.  I  can  not  recall  whether  the  two  functions  were  per- 
performed  by  one  man  or  not.  My  impression  is  that  they  were.  I 
can  get  the  data  on  that  for  you. 

Mr.  Kelley.  Do  you  remember  who  the  treasurer  was  ? 

Mr.  Denman.  I  think  it  was  Mr.  Stevens. 

Mr.  Kelley.  A  member  od  the  board  ? 

Mr.  Denman.  He  was  also  a  member  of  the  directorate  of  the  Emer- 
sjency  Fleet  Corporation. 
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Mr.  Kelley.  Wasn't  Mr.  Sxaith  the  treasurer? 

Mr.  Denman.  You  will  have  to  let  me  refresh  m}^  memory  on  that. 

Mr.  Kelley.  How  could  it  happen,  even  back  as  far  as  your  day^ 
that  collateral  securities  of  various  kinds,  put  up  for  the  safe  per- 
formance of  contracts,  could  be  lost  track  of,  so  that  nobody  would 
know  where  they  were  or  what  they  were  ? 

Mr.  Denman.  I  presume  on  account  of  defective  recordation. 

Mr.  Kelley.  What  was  that  answer? 

Mr.  Denman.  I  presume  owing  to  defective  Recordation. 

Mr.  Kelley.  Of  course  I  realize  that  you  were  going  along  under 
a  full  head  of  steam,  and  had  a  great  many  things  to  think  of,  and 
probably  the  organization  inception  was  the  last  thing  you  thought  of. 

Mr.  Denman.  Well,  I  do  not  think  so. 

Mr.  Kelley.  What  I  meant  to  say  is,  that  the  machinery  for  car- 
rying on  the  work  was  delayed. 

Mr.  Denman.  The  machiinery  was  developed  as  we  went  along. 
As  I  say,  the  great  expansion  was  not  on  my  branch,  because  I  had 
no  ships  then  to  operate.  It  was  on  Gen.  Uoethals's  branch.  But 
it  was  growing  by  leaps  and  boimds.  The  contracts  were  piling  up 
and  the  business  was  expanding  at  a  terrific  rate,  beyond,  I  think,  the 
capacity  of  any  organizing  genius  to  carry  on  without  friction. 
Take  the  Standard  Oil  Co.  itself  and  ask  it  to-morrow  to  quadruple, 
and  then  again  quadruple  its  activities,  and  get  its  staff  of  agents, 
subauditiBrs,  and  its.  superintendents,  and  get  railroad  men  and- its 
pipemen;  ask  them  to  do  that  in  six  weeks  or  two  months,  and  I 
wul  guarantee  that  their  conditions  to  the  outsider's  eye  would 
somewhat  parallel  om*s.  It  would  be  better,  however,  as  the  Stand- 
ard Oil  is  very  efficient. 

Mr.  Kelley.  The  Navy  Department  expanded  from  50,000  or 
60,000  to  500,000  men,  and  I  never  heard  of  any  trouble  with  their 
bookkeeping  although  there  was  a  great  expanding  of  accounts. 

Mr.  Denman.  They  had  a  going  concern.  They  were  familiar 
with  all  these  transactions  and  simply  took  the  young  men  and 
expanded  out. 

Mr.  Kelley.  Could  not  the  Shipping  Board  have  perfected  its 
organization  

Mr.  Denman  (interposing).  It  was  perfecting  it. 

Mr.  Kelley.  (continuing).  In  order  to  keep  track  of  funds  and 
securities  ?  The  testimony  before  this  committee  is  that  bundles  of 
securities  were  around  in  the  hands  of  different  persons  and  no  record 
of  where  they  were. 

Mr.  Denman.  I  have  not  any  excii^e  to  offer  for  that,  but  I  am  not 
familiar  with  the  situation  you  mention.  Of  course  if  that  occurred 
it  should  not  have  been  done. 

Mr.  Steele.  Is  that  an  exactly  correct  statement? 

Mr.  Kelley.  There  is  testimony  that  there  were  secm^ities  in  the 
Girard  Trust  Co.  and  the  Shipping  Board  did  not  know  where  they 
were;  that  they  were  there,  and  when  they  got  them  back  they  did 
not  know  whether  they  were  all  there  or  not. 

Mr.  Denman.  That  was  not  true  dm-ing  my  time.  I  remember 
that  the  only  security  I  took  was  for  an  advance  to  a  corporation 
furnishing  timbers,  which  security  consisted  of  a  ship,  and  a  mortgage 
was  drawn  very  carefiJly,  and  there  was  not  any  question  about  its 
place  of  location. 
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Mr.  Kelley.  When  you  took  over  the  Austrian  ships  what  did  you 
do  with  them  ? 
Mr.  Denman.  Repaired  them. 
Mr.  Kelley.  Who  repaired  them  ? 

Mr.  Denman.  I  can  not  give  you  a  list  of  the  repair  yards. 

Mr.  Kelley.  I  do  not  mean  that,  but  did  you  repair  them  or  did 
the  Navy  repair  them  ? 

Mr.  Denman.  We  repaired  some  and  the  Navy  repaired  some. 
Mr.  Yates  and  this  committee,  established  on  the  first  morning  of  the 
war,  had  to  do  with' that. 

Mr.  Kelley.  I  am  not  particular  about  that.  Then  what  did  you- 
do  with  them  after  they  were  put  in  repair  ? 

Mr.  Denman.  That  was  not  solved  until  after  I  left  the  Board, 
because  of  the  repairs  

^  Mr.  Kelley  (interposing).  You  mean  that  the  Government  had 
these  ships  ? 

Mr.  Denman.  The  repairs  were  not  completed,  except  I  think  as 
to  one  or  two  and  possiblv  three  that  were  handed  right  over  to  the 
shipping  organizations  of  our  allies  for  the  carriage  of  munitions. 
They  had  to  leave  here  immediately.  They  were  manned  by  us  and 
turned  right  into  their  fleets  until  we  got  our  power  from  the  Con- 
gress. Tne  idea  was  to  have  a  general  ship  control  committee  of 
our  own. 

Mr.  Kelley.  Did  you  ever  hear  any  complaints  that  those  ships 
were  turned  over  to  parties  who  were  allowed  to  operate  them  at  a 
profit  for  three  roimd  trips  ? 

Mr.  Denman.  Tnat  is  another  group  of  ships  entirely. 

Mr.  Kelley.  Tnat  is  another  group  of  ships  ? 

Mr.  Denman.  Yes,  sir.  I  know  something  about  that.  There 
was  a  large  group  of  Austrian  ships,  eight  of  them,  seven  or  flight, 
purchased  by  Mr.  Baruch  and  myself,  with  the  Presidential  money. 
Tnose  were  never  allowed  any  free  trips.    Then  there  was  a  second 

froup,  with  the  Kerr  and  Clegg  interests,  the  ramifications  of  which  I 
id  not  understand,  and  I  understand  the  Government  is  having  some 
difficulty  in  unraveling.  I  was  called  on  by  Mr. — I  have  forgotten 
his  name,  but  he  was  a  big  husky  chap,  and  I  understand  an  English- 
man— on  behalf  of  Kerr  and  Clegg,  just  before  I  left  the  Shipping 
Board,  and  he  asked  me  whether  or  not  we  were  going  to  huj  those 
ships.    Now,  it  was  before  we  got  the  powers  from  tne  President. 

At  that  time  it  was  apparent  that  we  were  going  to  commandeer 
everything.  We  had  tne  commandeering  powers  given  by  the 
Congress,  and  I  told  him  no,  that  as  far  as  1  was  concerned  that  was 
the  situation,  but  that  I  did  not  know  what  the  board's  action  would 
be ;  that  if  the  question  came  to  us  I  did  not  know  what  the  board's 
action  would  be,  but  that  as  far  as  I  was  concerned  we  were  not  going 
to  buy  those  ships,  but  would  get  them  in  this  general  commandeering 
program,  and  thereby  get  control  of  them. 

I  have  seen  the  minutes  of  the  board  of  October,  1917,  in  which 
free  trips — ^well,  I  have  forgotten  whether  it  is  a  minute  or  a  letter — 
free  trips  were  promised  to  Kerr  and  Clegg,  or  to  somebodv  own- 
ing that  group  of  ships.  And  the  reason  I  was  interested,  in  it 
was  that  the  George  Washington^  the  motor  ship,  could  have  been 
brought  under  the  American  flag  early  in  August,  1917,  if  some 
arrangement  for  free  trips  had  been  given  to  tnem.    You  see  she 
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was  free,  outside,  and  if  they  could  have  been  allowed  a  certain 
nmnber  of  free  trips  under  the  American  flag  Olsen  would  have  been 
willing  to  put  her  under.  I  wondered  whether  the  free  trip  idea 
had  lolled  the  bringing  in  of  the  George  WasTiington,  and  discovered 
that  free  trips  had  been  guaranteed  to  other  vessels  subsequently. 

Mr.  Kelley.  At  this  particulan  time  of  course  freight  rates  were 
very  high,  in  October,  1917. 

Mr.  Denman.  It  was  estimated  that  a  wooden  ship  of  the  type  that 
we  proposed  to  build  and  that  were  built  would  pay  for  itself  m  two 
trips  across  the  Atlantic. 

Mr.  Kelley.  And  if  those  parties,  Kerr  and  Clegg,  were  given 
three  round  trips  free>  so  that  they  could  charge  the  going  freight 
rates,  it  is  your  opinion  that  they  would  make  enough  profit  on  those 
three  trips  to  pay  for  the  ships  ? 
Mr.  Denman.  That  is  my  opinion;  yes.  • 
Mr.  Kelley.  And  that  practice  was  not  accorded  to  you  or  to 
others  I  mean,  in  your  time? 


no  free  trips  to  the  Austrian  ships  we  were  going  to  commandeer. 
But  I  would  have  brought  in  other  ships,  of  the  Danes,  and  Swedes, 
and  Norwegians  and  any  others  I  could  have  brought  in  to  get  them 
imder  the  nag,  by  giving  free  trips,  because  they  had  the  advantage 
of  free  trips  anyw  ay. 

Mr.  Kelley.  In  your  statement  that  you  oflFered  for  the  record  on 
yesterday,  and  that  I  presume  went  into  the  record,  in  speaking  of 
the  Diesel  engine  contract  you  used  this  language: 
Its  rejection — 

I  suppose  that  means  the  rejection  of  the  Diesel  engine  program. 


Mr.  KjELLEY.  And  you  continued: 
was  the  climax  of  the  tragedy  of  blunders  of  the  Hurley  administration. 

What  were  some  of  the  other  blunders  of  which  this  was  the 
climax  ? 

Mr.  Denman.  There  is  a  phrase  in  English  literature,  ''Oh  that 
mine  enemy  would  write  a  book.  . 

That  sentence  in  my  statement  was  used  in  connection  with  the 
next,  in  which  I  paid  a  tribute  to  Mr.  Hurley's  accomplishments.  I 
do  not  want  to  be  put  in  the  position  of  unbalanced  criticism.  Be- 
sides, looking-backward  criticism  is  very  easy.  The  criticisms  I  have 
made  of  the  succeeding  administration  were  looking-forward  criti- 
cisms, based  upon  the  failure  to  adopt  the  programs  and  policies  that 
I  had  advocated.  Now,  I  think  there  was  a  series  of  extraordinarily 
unhappy  mistakes  made. 

Mr.  Kelley.  That  is  what  we  want  to  hear  about. 

Mr.  Denman.  At  the  time  they  were  performing  extraordinarily 
valuable  public  service,  and  I  do  not  want  to  be  one-sided  in  what  I 
am  saying.  The  first  mistake  was  a  mistake  in  not  building  some 
Diesels  at  these  many  plants. 

Mr.  Kelley.  That  was  the  cUmax  of  the  mistakes,  and  we  want 
the  others  now. 

Mr.  Denman.  I  think  the  great  next  error  was  in  failing  to  put 
the  entire  responsibility  and  entire  control  for  building  ships  on  the 
general  manager  of  the  corporation  as  director  general,  in  the  way 


I  certainly  would  have  given 
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that  we  expected  to  do  it  with  Gen.  Goethals,  once  the  type  and 
policy  were  determined  on ;  in  the  way  we  did  it  with  Gen.  Goethals 
m  all  other  matters.  I  think  the  chairman  of  the  Shipping  Board 
should  have  confined  himself  to  operations,  and  that-  tne  director 
general  of  the  corporation  should  have  had  the  manufacture  of 
ships. 

I  think  that  if  Mr.  Hurley  and  his  associates,  instead  of  visiting 
the  shipyards  to  do  this  stimulation  work  with  labor  that  Mr.  Schwab 
was  so  admirably  suited  to  perform,  had  been  studying  the  proljjem 
of  management  of  ships  ana  types  of  ships  for  the  war  emergency 
and  for  tne  competition  after  the  war,  that  an  enormous  Quantity  of 
waste  motion  would  have  been  avoided.  If  Mr.  Schwab  had  not 
been  peculiarly  suited  to  arouse  public  sentiment,  Mr.  Hurley's  gifts 
in  that  direction  would  have  been  required  on  the  ship  stimulating 
fndj  but  there  was  enough  of  that  in  Mr.  Schwab,  who  understood 
publicity  well  enough  and  had  the  kind  of  personality  to  give  the 
mflation  that  was  needed  on  that  side.  And  Mr.  Hurley's  extraor- 
dinary driving  energy  could  have  been  put  on  the  shipping  problem, 
the  type  question,  and  the  organization  of  the  management  of  these 
tremendous  agencies  on  the  operating  side.  I  think  they  should 
have  learned  from  the  comment  that  was  made  on  the  so-called 
Goethals-Denman  disputes,  that  the  thing  to  do  was  to  separate 
the  two  divisions  of  the  work  and  let  Admiral  Capps  or  Admiral 
Bowles  or  Mr.  Schwab,  or  whoever  was  going  to  have  that  particular 
function,  let  that  man  have  the  responsibihty  for  the  manufacture 
of  ships;  and  the  other  man  have  the  responsibility  for  the  problem 
of  management  in  operations,  which  was  just  as  great  and  just  as 
important  a  work  and  now  is  far  more  important. 

Mr.  E^ELLEY.  Both  you  and  Gen.  Goethals  agreed  on  that  policy, 
didn't  you;  that  he  should  manufacture  the  ships  and  build  the 
yards,  and  that  you  should  operate  the  ships  ? 

Mr.  Denman.  That  was  agreed;  yes. 

Mr.  Kelley.  But  that  policy  was*  not  pursued  after  you  and  Gen. 
Goethals  left  the  board  ? 

Mr.  Denman.  There  was  an  intermingling  of  the  energies  of  the 
different  administrators,  of.  the  chief  administrators,  Mr.  Hurley 
particularly,  on  the  operating  end  with  actual  manufacture  of  vessels. 

Mr.  Kelley.  Now,  during  Mr.  Hurley's  time  as  chairman  of  the 
board,  Mr.  Piez  held  the  place  that  Gen.  Goethals  had  under  your 
time,  didn't  he? 

Mr.  Denman.  I  think  he  did,  for  a  while. 

Mr.  Kelley.  Didn't  they  preserve  this  idea,  of  one  looking  after 
the  operating  of  ships  and  the  other  the  building  of  ships;  or  md  Mr. 
Hurley  interfere  to  the  disadvantage  of  the  Government  with  Mr. 
Piez?  I  am  just  trying  to  get  your  opinion,  that  is,  of  what  hap- 
pened. , 

Mr.  Den^ian.  a  great  deal  of  Mr.  Hurley's  time  was  spent  at  the 
vards — I  am  judging  now  from  the  continued  reports  in  the  press  of 
rus  presence  there — stimulating  the  workers  and  giving  journalistic 
publicity  to  the  manufacturing  scheme. 

Mr.  Kelley.  So  that  very  little  if  any,  of  the  attention  of  persons 
of  prominence  on  the  board,  was  centered  on  operations? 

Mr.  Denman.  How  much  that  was,  I  do  not  know.  But  the  fail- 
ure to  have  any  auditing  system  on  the  great  numbers  of  agencies 
established  arose  during  this  period. 
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Mr.  Kelley.  What  fault  have  you  to  find  with  the  operation  of 
ships  at  the  present  time? 

Mr.  Denman.  That  of  determination  of  a  policy  for  operation  and 
sale. 

Mr.  Kelley.  I  know,  but  I  mean  actual  operation  and  handling  of 
these  1,400  ships  at  the  present  time,  which  matter  is  in  the  hands  of 
Capt.  Foley  or  somebody  else  at  the  head  of  the  Division  of  Operations 
under  the  Shipping  Board.    Is  it  managed  all  right  now  ? 

Mr.  Denman.  Can  you  tell  me  whether  or  not  Capt.  Foley  is  a 
commercial  shipping  man  ? 

Mr.  Kelley.  1  do  not  think  he  is.    I  think  he  is  a  naval  officer. 

Mr.  DEN]\t;AN.  I  am  opposed  at  all  ti^aes  to  giving  to  highly  techni- 
cal trained  men  of  the  Army  and  the  Navy  control  of  the  vital  living 
business  organizations.  .  * 

Mr.  Kelley.  I  know  in  theory,  but  I  am  not  talking  about  the 
theoretical  situation;  I  am  talking  about  the  actual  situation.  What 
fault  have  you  to  find  so  far  as  you  know  of  the  management  of  these 
1,400  ships  at  the  present  time? 

Mr.  Denman.  I  would  not  want  to  find  any  fault  without  more 
information  than  I  possess.    Those  other  faults  were  obvious. 

Mr.  Kelley.  Why  isn^t  it  all  right  now? 

Mr.  Denman.  I  would  not  want  to  find  any  fauU  with  the  workers 
for  a  board  which  has  not  formulated  a  definite  policy  for  the  manage- 
ment or  disposition  of  those  ships. 

Mr.  Kelley.  Let  me  make  myseH  clear.  Your  statement  was  that 
one  of  the  glaring  faults  of  Mr.  Hurley's  administration  was  that  he 
did  not  devote  himself  to  the  operations  and  have  somebody  else  at 
the  head  of  the  Fleet  Corporation  devoting  himself  to  construction. 
I  assumed  from  that  statement  that  there  was  something  radically 
wrong  with  their  operation,  because  you  enumerated  that  as  a  blunder. 

Mr.  Denman.  That  is  correct. 

Mr.  Kelley.  What  is  wrong  \y th  operations  ? 

Mr.  Denman.  I  was  referring  to  Mr.  Hurley's  time. 

Mr.  Kelley.  You  are  a  shipping  man. 

Mr.  Denman.  I  was  referring  to  conditions  as  they  existed  duiung 
Mr.  Hurley's  administration;  to  the  segregation  that  I  understand 
today  o!:ists. 

Mr.  Kelley.  What  is  wrong  with  the  Government  management  of 
ships  to-day?  Isn't  the  Govjernment  getting  one  hundred  cents' 
worth  of  service  from  every  dollar  that  it  puts  into  them  to-day  ? 

Mr.  Denman.  I  do  not  Know.   I  am  not  in  charge. 

Mr.  Kelley.  Why  do  you  say  some  other  system  would  be  a  better 
system  if  this  system  is  all  right  ? 

Mr.  Denman.  In  q^uoting  me  I  do  not  think  you  quote  clearly  my 
position.  We  are  shifting  the  ground  from  the  suggestions  I  think  I 
made. 

Mr.  Kelley.  I  am  not  shifting  the  ground.  I  am  making  my 
question  as  clear  as  I  know  how  to  make  it.  What  is  wrong  with  the 
management  of  ships  as  they  are  now  operated  ? 

Mr.  Denman.  I  have  not  said  it  was  wrong. 

Mr.  Kelley.  You  said,  if  I  understood  you  correctly,  that  one  of 
the  great  blunders  of  the  Hurley  administration  related  to  the  opera- 
tion of  ships;  that  he  did  not  give  his  attention  to  them.  I  assumed 
from  what  you  said  that  you  meant  there  was  some  shortcoming  in 
the  management  of  the  department. 
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Mr.  Denman.  Mr.  Hurley  has  not  been  there  for  a  long  time. 
Mr.  Kelley.  But  his  policy  goes  on,  the  one  that  he  instituted  ? 
Mr.  Denman.  I  think  you  would  find  that  his  successors  would  say 
that  is  not  so,  but  I  am  not  competent  to  answer  for  them. 

Mr.  Kelley,  Do  you  want  to  give  any  information,  or  rather 
opinion  I  mean,  as  to  the  efficiency  of  these  ships  at  the  present  time 
or  imder  Mr.  Hurley  ? 
Mr.  Denman.  Under  Mr.  Hurley's  time  there  were  many,  how 


into  the  millions  and  nimdreds  of  millions  of  dollars.  There  was  no 
system  of  business  management  of  those  agents.  When  Mr.  Rosseter 
came  here,  his  energies  which  should  have  been  devoted  to  typje  and 
to  grabbing  commexce  from  our  opponents,  were  spent  in  trying  to 
straighten  out  the  management  of  those  agencies.  I  think  that  was 
an  unhappy  occurrence. 

Mr.  Bjelley.  Well,  is  it  your  criticism  that  too  many  new  operators 
were  given  ships  ? 

Mr.  Denman.  No;  I  would  not  make  that  criticism,  because  to 
make  that  one  should  know  by  an  intimate  study,  which  I  can  not 
give  and  have  not  given,  what  the  entire  group  was.  One  of  the 
great  difficulties,  one  of  the  great  drawbacl^  of  America  in  interna^ 
tional  commerce,  is  the  few  {)ersonalities  that  understand  interna- 
tional trade  and  carriage  in  ships.  I  want  to  develop  that  if  I  may: 
We  are  very  far  behind  the  Norwegians  and  the  Swedes  and  the  Danes 
and  the  Hollanders  and  Great  Britain,  particularly,  in  shij)  brains. 
You  may  have  all  the  ships  in  the  world,  and  all  the  superiority  of 
type  in  the  world,  but  if  you  do  not  have  ship  brains  you  can  not 
make  money.  It  is  the  shipping  man  who  makes  the  shipping  busi- 
ness. We  nave  not  enough  of  them  in  the  United  States.  And  if 
from  these  new  agencies  that  were  created  during  Mr.  Hurley's  time 
there  has  been  an  increment  of  50  ^ex  cent  of  brain  power,  in  men 
understanding  international  commerce  and  the  management  of  ships 
on  the  sea,  that  asset  is  worth  as  mifiph  as  the  ships  that  were  built. 

Mr.  Kelley.  Your  criticism  is  that  Mr.  Hurley  at  least  did  not 
devote  himself  to  the  study  of  shipping  problems  as  an  operator, 
which  he  should  have  done  ? 

Mr.  Denman.  He  should  have  devoted  more  study  to  operation 
and  less  to  the  stimulating  side  of  woFk  in  the  yards. 

Mr.  Kelley.  Are  you  familiar  with  the  operating  contracts  which 
have  been  entered  into  by  the  Government  from  time  to  time,  espe- 
cially during  Mr.  Hurley's  time  ? 

Mr.  Denman.  No;  I  am  not.  They  have  been  altered  from  time  to 
time,  and  I  am  not  an  attorney  for  any  agent  of  the  Shipping  Board, 
barring  one,  a  steel  shipbuilding  yard  in  California.  And  they  are 
shipbuilders  and  not  ship  operators. 

Mr.  Kelley.  Are  there  any  other  operating  defects  that  might 
have  been  avoided  by  more  attention  to  the  operating  side  ? 

Mr.  Denman.  Yes;  if  they  had  compared  the  operation  of  Danish 
Diesel  ships  with  their  operation  of  steam  vessels  I  would  not  be 
here  talking  to  you  about  Diesels. 

Mr.  Kelley.  The  Diesel  ships  are  very  expensive  to  operate, 
"Ten't  they? 
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Mr.  Denman.  They  operate  at  one-third  the  fuel  cost  of  steam 
vessels. 

Mr.  Kelley.  The  upkeep  is  very  high,  isn't  it  ? 

Mr.  Denman.  No*;  it  is  much  less,  or  at  least  not  more  than  in  the 
case  of  steam  vessels.  * 

Mr.  Kelley.  What  about  the  initial  cost  of  Diesels  ? 

Mi:.  Denman.  When  you  take  the  cargo-carrying  capacity  of  a  ship 
into  consideration  it  is  about  the  same  per  ton  carriage;  per  ton 
actually  carried  it  is  about  the  same.  That  is  the  real  question. 
If  by  paying  a  little  more  for  your  engines  you  do  not  have  to  push 
so  much  fuel  around  and  you  carry  more  cargo,  that  is  the  test. 
It  is  volume  of  cargo-carrymg  capacity  or  ton-mile  per  annum  that 
determines  the  value  of  the  results. 

Mr.  Kelley.  What  other  blunders  of  the  Hurley  administration 
have  you  in  mind  ? 

Mr.  Denman.  The  blending  of  accounts. 

Mr.  Kelley.  What  do  you  mean  by  that  ? 

Mr.  Denman.  The  mixmg  of  operations  with  manufacture. 

Mr.  Kelley.  So  that  it  is  impossible  now  to  tell  from  the  books 
what  the  cost  of  operation  was  or  what  the  cost  of  manufacture  was? 

Mr.  Denman.  No  man  could  use  the  word  '^impossible''  imtil  he 
had  been  over  the  books. 

Mr.  Kelley.  I  said  from  the  books. 

Mr.  Denman.  Well,  I  do  not  know  that  it  is  impossible  because  I 
have  never  seen  the  books. 

Mr.  Kelley.  Well,  whatf harm  had  come  from  the  mixing  of  funds  ? 

Mr.  Denman.  The  difficulty  of  determining  what  the  vessels  cost 
to  build  and  what  they  cost  to  operate. 

Mr.  Kelley.  So  that  it  is  very  difficult  to  tell  about  them  now. 

Mr.  Denman.  So  that  when  you  gentlemen  very  properly  ask  what 
did  this  fleet  of  1,700  vessels  cost,  you  can  not  get  an  answer.  Then 
when  you  turn  and  ask,  what  does  it  cost  to  operate  them,  you  still 
can  notget  an  answer.    It  is  now  two  years  since  the  armistice. 

Mr.  Kelley.  And  it  is  very  diflScult  to  determine,  by  reason  of 
the  commingling  of  funds  of  these  two  operations,  what  any  ship 
cost  for  construction  or  whether  or  not  it  is  making  any  money 
from  operation. 

Mr.  Denman.  It  is  diflScult;  yes,  sir. 

Mr.  Kelley.  What  other  blunders  were  there  ? 

Mr.  Denman.  I  am  exhausted. 

Mr.  Kelley.  Well,  just  one  other  sentence — and  I  think  we  will 
have  to  go  over  to  fhe  House  pretty  soon — that  attracted  my  atten- 
tion a  good  deal.    In  the  same  paragraph,  Mr.  Denman,  you  say: 

Unconsciously  he  has  contributed  more  to  the  success  of  our  Scandanavian  and 
British  competitors  on  the  seas  than  the  most  ardent  of  our  few  Anglo-un-American 
administrators  during  the  war. 

Do  you  mean  by  that  statement  that  there  were  connected  with 
the  Shipping  BoarH  or  Fleet  Corporation  at  any  time  a  few  Anglo- 
im-Amencan  administrators  ? 

Mr.  Denman.  That  was  the  obvious  import  of  what  I  said.  I 
trust  that  you  do  not  ask  me  for  the  list.  I  have  been  crucified  so 
often  for  this  lack  of  political  sense  to  which  I  have  referred,  and  for 
the  advocacy  to  the  public  of  my  opinions,  that,  as  I  said  the  other 
day,  you  can  slip  the  spikes  into  my  palms  without  the  use  of  a  ham 
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mer.  The  fact  is  that  there  ^vas  a  hysteria  that  went  over  Washing- 
ton that  possessed  men  to  desire  to  give  to  bleeding  England  an*^  thing 
she  \\  anted. 

Mr.  Kelley.  Weil,  of  course,  tliare  was  more  or  less  propaganda 
on  both  sides  of  that  r.uostion. 

Mr.  Denman.  I  had  experienced  the  propaganda. 

Mr.  Kelley.  I  thought  that  w  as  ratner  a  serious  allegation  there, 
that  there  were  un-American  administrators,  a  few,  connected  with 
the  Shipping  Board.  Of  course,  I  will  respect  your  wishes  as  to 
identities,  but  it  caught  my  attention. 

Mr.  Denman.  I  will  tell  you  my  own  experience  as  to  what  hap- 
pened while  I  was  on  the  board.    But  it  will  take  some  time. 

The  Chairman.  Well,  we  have  got  to  attend  the  call  of  the  House, 
Mr.  Denman.  The  committee  will  now  adjourn  until  9!45  o'clock  to- 
morrow morning. 

(Thereupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  committee 
adjourned  until  to-morrow,  Wednesday,  December  15,  1920,  at  9.45 
a.  m.) 


Select  Committee  on 
United  States  vShipping  Board  Operations, 

House  of  Representatives, 
Washington^  D.  C,  Wednesday,  December  15,  1920, 
The  committee  met  at  9.45  o'clock  a.  m.,  pursuant  to  adjournment 
on  yesterday,  Hon.  Joseph  Walsh  (chaim*an)  presiding. 

Also  present:  Representatives  Kelley,  Hadley,  Foster,  Steele,  and 
Connally,  the  other  members  of  the  committee. 

TESTIMONY  OF  MB.  WILLIAM  DENMAIT— Eesnmed. 

Mr.  Denman.  Mr.  Chairman,  I  trust  you  will  pardon  my  delay 
this  morning,  but  Mr.  Kelley  asked  me  on  yesterday  for  certain  in- 
formation in  relerence  to  organization  and  disbursements  of  funds, 
and  I  was  unable  until  this  mOrning  to  ggt  hold  of  my  secretary,  Mr. 
James,  who  has  been  quite  ill,  and  get  from  him  the  outline  of  the 
original  scheme  of  the  organization  that  we  had  in  deatail. 

In  answer  to  the  inquiry  of  yesterday  by  Mr.  Kelley,  I  think  I  can 
give  you  a  picture  of  the  distribution  of  functions  before  we  had  our 
legislation  from  the  Congress.  They  then  followed  the  same  plan 
whicli  was  afterward  outhned  in  the  executive  order  from  the  Presi- 
dent that  I  drafted  for  him  in  June. 

Under  the  act  of  September,  1916,  fourth  section,  it  is  provided 
that  the  accounts  of  the  Shipping  Board  should  be  audited  by  the 
Auditor  for  the  State 'Department  and  auditors  for  other  departments, 
and  Mr.  Soleau,  whom  I  spoke  of  as  the  auditor,  was  the  person  in 
the  Sliipping  Board  connected  with  auditing;  he  was  the  disbursing 
oflicer  and  acted  in  cooperation  with  the  auditor  for  these  departments 
under  the  statute.  Later,  when  the  Emergency  Fleet  Corporation 
was  formed  a  real  auditor,  as  distinguished  from  Mr.  Soleau,  the  dis- 
bursing officer,  was  employed  by  Gen.  Goethals.  I  have  forgotten 
his  name  for  the  moment  

Ml*.  Kelley  (interposing).  Was  it  Mr.  Bender? 
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Mr.  Denman.  Yes;  Mr.  Bender.  And  there  was  no  statute  con- 
troling  the  functings  of  Mr.  Bender.  He  was  just  the  auditor,  as 
any  corporation  would  have  its  auditor  for  the  purpose  of  auditing 
the  corporation's  accounts. 

When  we  started  repairing  the  German  and  Austrian  ships  in  New 
York— and  you  will  recall  that  my  organization  in  New  York  for 
repairing  and  operating  those  ships  was  initiated  on  the  day  we 
entered  into  the  war,  April  6,  1917,  and  there  as  in  other  cases  we 
moved  rapidly — the  funds  that  we  used  in  that  connection  were 
funds  that  came  from  the  President  himself,  and  were  administered 
and  disbursed  by  the  Shipping  Board  as .  distinguished  from  the 
corporation  later  formed;  and  those  funds  were  handled  by  Mr. 
Soleau  on  the  Shipping  Board  side  throughout  the  time  of  my  ad- 
ministration. I  have  not  examined  the  records  on  that,  but  my 
recollection  is  refreshed  and  I  am  pretty  clear  there.  The  $50,000,000 
that  we  received  under  your  congressional  grant  by  the  act  of  Sep- 
tember, 1916,  were  used  to  purchase  stock  of  the  Emergency  Fleet 
Corporation,  and  were  disbursed  by  Mr.  Soleau,  disbursing  officer  of 
the  Shipping  Board,  to  the  Fleet  Corporation,  where  those  funds 
came  under  the  control  of  Auditor  Bender. 

Now,  the  system  that  was  established  by  Gen.  Goethals  in  the 
Emergency  Fleet  Corporation  was,  as  I  understood  it,  an  ordinary 
business  audit.  I  did  not  concern  myself  with  that.  Later,  I  think 
in  the  month  of  July,  1918,  as  a  part,  I  think,  of  the  emergency 
deficiency  bill  for  the  disposition  of  funds  for  the  year  1919,  there 
was  a  provision  that  the  funds  of  the  Emergency  Fleet  Corporation, 
being  that  fund  appropriated  for  1919,  were  to  be  administered  under 
the  regulations  of  the  Secretary  of  the  Treasury. 

I  think  that  answers  the  question  that  you  put  to  me.  Now,  you 
asked  me  who  was  the  treasurer  of  the  Shipping  Board. 

Mr.  Kelley.  Yes;  who  was  the  treasurer? 

Mr  Denman.  There  was  no  treasurer  of  the  Shipping  Board,  but 
there  was  a  treasurer  of  the  Emergency  Fleet  Corporation,  and  that 
was  Mr.  Stevens.  Who  succeeded  him  or  whether  there  was  a  suc- 
cession betweei;!  Mr.  Stevens  and  Mr.  Boiling,  I  do  not  recall.  I  have 
not  had  time  to  go  into  the  records  on  that  for  you.  But  that  may 
be  very  easily  shown  by  inquiry  at  the  Shipping  Board. 

Mr.  Kelley.  In  arranging  the  duties  of  the  treasurer,  did  you 
create  an  independent  office  or  was  it  a  sort  of  adjunct  to  the  comp- 
troller's office,  or  don't  you  recall  ? 

Mr.  Denman.  By  comptroller,  do  you  mean  Mr.  Bender  ? 

Mr.  Kelley.  Well,  whoever  had  charge  of  accounts. 

Mr.  Denman.  My  recollection  is  that  the  treasurer's  duties  were 
outlined  in  the  by-laws  of  the  Emergency  Fleet  Corporation,  and  I 
have  not  seen  those  recently.  But  the  point  I  want  to  make  there 
is  that  we,  in  the  beginning  made  this  separation  of  repair  and 
operation  of  ships  by  the  Shipping  Board  and  the  manufacture  of 
ships  by  the  Emergency  Fleet  Corporation. 

Mr.  Kelley.  One  of  the  serious  criticisms,  Mr.  Denman,  that  has 
been  made  of  the  organization  in  its  earlier  days  is,  that  the  treasurer 
was  given  but  very  little,  if  any,  power  and  that  the  comptroller  or 
auditor — ^whatever  you  called  him  at  that  time — ^had  no  check  upon 
his  handling  of  funds;  that  the  money  was  in  his  hands;  that  in  the 
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checking  of  it  out  the  treasurer  merely  signed  the  checks;  that  the 
securities — Government  bonds  and  whatever  else  was  put  up  as 
collateral  for  the  faithful  performance  of  contracts — was  in  the  hands 
of  one  department  there,  with  no  check  against  it  by  any  other; 
and  that  as  a  result  a  good  deal  of  chaos  has  come  about  in  the 
accounts. 

Mr.  Denman.  Now,  we  must  get  clearly  in  mind  the  fact  that  what 
was  administered  in  New  York  and  elsewhere,  imder  me  as  the 
chairman  of  the  Shipping  Board — that  is  to  say,  operations  and 
repairs — was  presidential  money  flowing  through  the  board  and  not 
the  corporation,  and  was  disbursed  bv  Mr.  Soleau  under  the  audit 
required  by  the  statute,  section  4  of  the  act.  There  was  never  any 
trouble  there  on  my  side  of  it.  Now,  when  you  get  over  on  the  cor- 
poration side  of  it,  the  original  idea  of  the  Emergency  Fleet  Corpora- 
tion was  to  make  it  a  private  concern  for  the  purpose  of  rapidity  of 
operation  in  getting  of  contracts  and  getting  started  in  the  business. 
If  the  methods  of  auditing  and  the  methods  of  handling  moneys 
there  did  not  fit  into  the  Government's  scheme  of  auditing  that  is  a 
question  of  administration  detail  that  came  under  G^n.  Groethals. 
Gen.  Goethals  had  had  great  freedom  on  the  Canal;  he  had  direct 
methods — they  were  not  the  methods  of  pubUc  business  operations — 
the  whole  desire  being  to  get  to  the  point  and  get  things  done.    I  am 

fiving  you  the  principles  controlling  nim.    Now,  what  was  done  there 
do  not  know. 

Mr.  Kelley.  Whatever  system  of  checks  on  the  powers  of  the 
auditor  or  comptroller  that  were  put  into  effect  were  matters  under 
Gen.  Goethals  imder  the  arrangement  that  you  had  at  the  time  as 
far  as  the  Emergency  Fleet  Corporation  was  concerned? 

Mr.  Denman.  That  is  correct. 

Mr.  Kelley.  And  any  shortcomings  in  that  system  are  not  to  be 
laid  at  your  door? 

Mr.  Denman.  Not  at  my  door;  and  I  do  not  want  to  suggest  that 
there  are  such  things,  because  the  difficulties  that  later  arose  I  think 
arose  before  Gen.  Goethals  had  thoroughly  adjusted  his  system  to  the 
rapid  expansion  of  the  work. 

Mr.  Kelley.  Criticism  has  been  made  that  on  the  great  work  that 
you  had  started  out  upon  the  first  thing  that  should  have  been  done 
was  to  engage  an  expert  accountant,  or  a  firm  of  accounts  of  the 
highest  standing  in  the  coimtry,  to  open  up  a  set  of  books  which  would 
be  adequate  for  those  transactions  and  that  that  was  neve^  done;  and 
that  those  who  were  engaged  were  people  of  ordinary  ability;  that 
this  enterprise  was  to  develop  into  an  institution  twice  as  large  as 
the  United  States  Steel  Corporation,  and  yet  no  f  dequate  system  of 
bookkeeping  was  started,  and  as  a  result  of  that  confusion  has 
ensued  from  that  day  to  this,  all  traceable  to  the  fact  that  it  was  not 
properly  done  in  your  time,  either  by  you  or  by  Gen.  Goeth^ils. 

Mr.  Denman.  Well,  I  assumed  that  Gen.  Goethals — who  had  built 
the  largest  enterprise  in  the  world  at  that  time,  and  who  was  my 
choice,  for  I  was  reg)onsible  for  Gen.  Goethals  being  there  more  than 
any  other  person — I  assumed  that  as  he  had  been  the  administrator 
of  the  largest  enterprise  in  the  world  up  to  that  time  of  a  constructive 
character  difficulties  of  this  kind  would  be  solved,  either  when  he 
came  in  or  in  the  process  of  his  administration. 
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Mr.  Kelley.  Your  whole  plan  was  the  idea  of  segregatmg  con- 
struction from  operation,  and  that  you  were  heading  into  the  operat- 
ing division  and  that  Gen.  Goethals  was  heading  into  the  construction 
division. 

Mr.  Denman.  That  is  correct;  although  I  had  to  face  the  Congress 
on  appropriations,  and  I  agreed  with  Gen.  Goethals  that  I  would 
save  mm,  as  far  as  possible,  from  congressional  contact.  To  do  this 
I  had  to  know  something  that  was  going  on  on  the  construction  side, 
in  order  to  meet  the  congressional  committees.  But  so  far  as  inter- 
fering with  the  system  of  manufacture,  br  organizing  or  assisting 
in  organizing  the  actual  work,  that  was  not  my  function. 

Mr.  EjiLLEY.  What  special  value  was  there  to  have  you  sign  those 
contracts  ? 

Mr.  Denman.  I  do  not  believe  there  was  any  value  in  that  at  all, 
except  that  it  made  certain  that  I  would  be  able  to  gather  the  neces- 
sary information.  It  could  have  been  as  well  done  by  a  summary 
of  the  contracts  sent  in  to  me. 

Mr.  Kelley.  But  it  put  you  in  position  to  stop  any  particular* 
transaction  if  you  saw  fit. 

Mr.  Denman.  I  do  not  think  I  had  that  in  mind,  or  that  any  of  us 
had  that  in  mind.  When  those  original  by-laws'  were  drawn  they 
were  drawn,  as  I  recall  it,  by  Mr.  Joseph  Cotton,  who  was  under  Gen. 
Goethals,  and  they  came  up  to  the  board  in  that  form. 

Mr.  Kelley.  In  the  question  of  making  a  contract  with  a  new 
corporation,  a  new  shipbuilding  company,  one  which  had  no  plant 
ana  where  the  Government  had  to  put  up  the  money  to  build  it, 
do  you  recall  whether  there  was  any  provision  in  those  early  con- 
tracts which  would  safeguard  the  Government  against  excessive 
salaries  being  paid  by  those  new  concerns,  or  whether  or  not  mort- 
gages were  taken  upon  the  j)lants  which  the  Government's  money 


Mr.  Denman.  No;  that  was  a  matter  of  administrative  detail 
I  was  not  concerned  with. 

Mr.  Kelley.  Thatwouldbemore  than  ordinary  detail,  wouldn't  it? 

Mr.  Denman.  That  would  have  to  vary  with  

Mr.  Kelley  (interposing).  It  seems  to  me  that  that  would  be  a 
general  policy  that  the  chairman  of  the  board  ought  to  be  familiar 
with — how  to  protect  the  GDvernment  against  possible  loss  where 
large  sums  of  money  were  put  into  the  hands  of  inexperienced  people 
in  the  shipbuilding  business. 

Mr.  Denman.  There  is  no  question  about  the  importance  of  that; 
there  is  no  question  about  the  necessity  for  safeguarding  that  situa- 
tion. 

Mr.  Kelley.  But  you  do  not  know  whether  that  was  done  ? 

Mr.  Denman.  That  was  not  my  function,  sir.  And  as  it  was,  the 
country  was  clamoring  and  the  Congress  was  clamoring  because  of 
my  alleged  interference  with  Gen.  Goethals's  administration  there. 
It  was  to  be  a  canal  job  by  him,  a  great  big  sizeable  thing  that  wpuld 
just  move  along  with  the  titanic  energy  of  that  good  gentleman,  and 
other  persons  were  not  to  interfere.  That  was  the  conception;  and 
it  was  a  conception  to  which  the  Congress  and  the  country  seemed 
to  give  its  approval. 

Mr.  Kelley.  Then  if  contracts  were  made  at  that  time  without 
protection  to  the  Government  against  the  payment  of  excessive 
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salaries,  and  without  protecting  the  Government's  investment  bv 
taking  a  mortgage  upon  the  plant  that  the  Government  really  erected, 
that  was  not  your  fault  ? 

Mr.  Denman.  That  was  not  my  fault. 

Mr.  Kelley.  That  went  to  Gen.  Goethals. 

Mr.  Denman.  Gen.  Goethals  is  the  man,  but  if  he  had  made  a 
mistake  with  a  contractor  and  it  came  to  light  as  the  business 
developed,  hie  would  have  taken  the  contractor  into  his  office  and 
something  would  have  happened  to  that  contractor  so  that  he 
would  have  had  to  correct  the  mistake.  His  was  an  extraordinarily 
powerful  personality.  And  while  my  contact  with  Gen.  Goethals 
until  the  session  of  the  last  day  was  one  of  the  most  amicable  that 
I  have  ever  known  and  ever  had  in  business,  yet  I  know  that  when 
he  put  his  hand  upon  a  contractor  that  he  desired  to  shape  the  con- 
duct of,  he  usually  got  the  results  he  desired. 

Mr.  Kelley.  Are  you  familiar  with  the  Pacific  Coast  Shipping 
Co.  out  in  San  Francisco  ? 

Mr.  Denman.  I  am  not  familiar  with  it,  but  the  yard  that  I  market 
our  lumber  through  immediately  adjoins  that  plant. 

Mr.  Kelley.  What  is  the  name  of  that  yard  ?  1  remember  that 
yard  up  there. 

Mr.  Denman.  The  Coos  Bay  Lumber  Co.  In  this  connection  I 
would  like  to  say  that  we  were  speaking  on  yesterday  of  my  connec- 
tion with  the  lumber  business,  an^  I  want  to  explain  that  1  was  not 
connected  with  the  lumber  business  prior  to  joining  the  Shipping 
Board,  except  that  I  acted  as  counsel  for  one  company  in  cleaning 
up  certain  land  titles.  This  Coos  Bay  Lumber  Co.  maSe  a  contract 
for  the  furnishing  of  ship  timbers  at  the  time  that  I  was  on  the  board 
at  a  price  considerably  

Mr.  Kelley  (interposing).  What  you  are  saying  has  nothing 
e  pecially  to  do  with  this  inquiry,  except  to  say  that  you  were  not 
connected  with  the  lumber  business  at  the  time. 

Mr.  Denman.  No;  but  I  have  since  been  operating  a  lumber 
business,  which  I  am  doing  as  receiver  for  the  United  States  district 
courts  in  Oregon  and  California. 

Mr.  Kelley.  But  that  would  not  be  a  matter  of  any  public  interest, 
would  it  ? 

Mr.  Denman.  Unless  you  desire  to  know  whether  I  am  qualified 
to  speak  on  the  (question  of  handling  raw  and  manufactured  materials 
in  large  quantities. 

Mr.  Kelley.  We  will  assume  that  you  are  qualified  to  speak  on 
anything  you  think  you  are  qualified  to  speak  on. 

Mr.  Denman.  You  are  very  courteous. 

Mr.  Kelley.  Do  you  know  Mr.  Burgess  ? 

Mr.  Denman.  Yes,  sir;  1  have  known  him  casually  for  a  great 
many  years.    He  is  a  promoter,  and  has  promoted  and  promoted. 
Mr.  Kelley.  Did  you  sign  that  contract  ? 

Mr.  Denman.  No;  that  came  way  after  my  time.  I  have  seen 
that  plant  at  work.    I  was  by  there  about  three  weeks  ago  

Mr.  Kelley  (interposing).  Is  Mr.  Burgess  a  man  of  sufficient 
shipbuilding  abihty  that  he  ought  to  be  paid  $25,000  a  year  salar/  ? 

Mr.  Denman.  I  do  not  believe  he  has  had  any  shipbuilding  experi- 
ence. 
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Mr.  Kelley.  Do  you  know  Mr.  Scott,  out  there,  connected  with 
the  same  company  ? 

Mr.  Denman.  I  have  met  Mr.  Scott  casually.  He  is  a  shiphuilder. 
Mr.  Kelley.  He  drew  $25,000. 

Mr.  Denman.  He  is  worth  it,  I  think,  as  salaries  go  for  large 
executives. 

Mr.  Kelley.  This  was  not  a  large  project,  was  it? 
Mr.  Denman.  I  have  forgotten  the  amount  involved;  but  a  good 
ipany  millions  of  dollars,  I  believe. 

Mr.  Kelley.  There  were  four  or  six  ways. 

Mr.  Denman.  That  is  a  big  project.  It  would  not  seem  so  in 
comparison  with  some  other  yards  out  there,  but,  of  course,  we  pro- 
duced more  ships  on  the  Pacific  coast  than  they  did  on  the  Atlantic 
coast,  as  you  will  recall. 

Mr.  Kjelley.  They  did  not  produce  many  of  them  at  this  place. 

Mr.  Denman.  No;  those  ships  seemed  to  stay  there  at  the  place 
where  they  were  put  in  with  extraordinary  permanence,  although 
he  has  gotten  out,  I  think,  two  or  three  ships. 

Mr.  Kelley.  What  salary  did  you  pay  Mr.  Radford  at  the  time 
he  was  connected  with  the  office  down  there  ? 

Mr.  Denman.  He  was  under  Gen.  Goethals,  if  in  our  time.  My 
impression  is  that  he  came  in  after  my  time,  but,  at  any  rate,  he 
was  under  the  Emergency  Fleet,  and  that  was  under  Gen.  Goethals. 

Mr.  Kelley.  Did  hQ  get  as  much  as  $15,000  a  year? 

Mr.  Denman.  I  am  certain  he  did  not,  but  that,  as  well,  is  a  state- 
ment made  without  looking  at  the  books. 

Mr.  Kelley.  There  seemed  to  be  nothing  to  protect  the  Govern- 
ment against  paying  Mr.  Burgess  $25,000,  and  Mr.  Scott  $18,000,  and 
Mr.  Radford  $15,000,  and  a  man  by  the  name  of  Seagrave  $12,000  a 
year  at  that  plant  out  there. 

Mr.  Denman.  There  would  be  no  way  hy  general  provision  in  the 
Emergency  Fleet  Corporation  of  determining  what  the  salaries 
should  be  on  any  individual  enterprise.  And  you  would  have  in 
each  case  to  determine  the  situation.  For  instance,  suppose  now 
you  had  a  community  that  had  labor  in  it  and  where  you  wanted  to 
put  a  shipbuilding  plant  in  war  time,  and  you  had  everything  but  a 
certain  type  of  manager,  and  there  was  tremendous  competition  to 
get  that  type  of  fellow.  You  might  have  to  pay  a  $10,000  man 
$25,000  to  get  him,  and  he  might  be  the  very  key  to  the  whole 
situation.  You  could  not  lay  down  a  general  rule  to  cover  those 
things.  It  has  got  to  be  a  determination  on  the  average  enterprise, 
if  you  do  that,  and  they  all  vary  and  are  not  uniform.  On  the 
other  hand,  you  could  certainly  lay  down  a  rule  that  the  salaries 
should  be  visaed  and  not  be  beyond  a  certain  point  for  the  enterprise 
that  you  are  financing.  That  could  be  done,  but  there  could  be  no 
way  of  starting  out  and  saying,  We  will  pay  nobody  more  than 
$5,000  or  $50,000,  or  whatever  your  figure  might  be,  for  aU  the 
plants.'' 

Mr.  Kjelley.  No;  but  shouldn't  there  be  some  provision  in  the 
contract  which  would  require  the  O.  K.  of  somebody  at  this  end  of 
the  line  as  to  salaries,  especially  if  the  parties  out  there  had  had  no 
experience  whatever  in  shipbuilding  ana  were  not  putting  any  money 
to  speak  of  in  the  project  ? 
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Mr.  Denman.  Well,  I  have  already  expressed  my  opinion  as  to 
intrusting  Government  fimctions  to  nonshipping  and  nonshipbuilding 
persons. 

Mr.  Kelley.  Whatever  trouble  there  was  about  that  it  was  a 
matter  with  Gen.  Goethals  anyway  ? 

Mr.  Denman.  Gen.  Goethals  had  nothing  to  do  with  this  specific 
Pacific  coast  plant.    Its  contract  came  later. 

Mr.  Ejblley,  It  was  on  the  other  side  of  your  organization  ? 

Mr.  Denman.  Yes;  it  was  on  the  Emergency  Fleet  side. 

Mr.  Kelley.  I  suppose  that  in  the  case  of  these  general  contracts 
the  methods  of  handling  the  business  that  were  started  in  your  day 
were  probably  continued  along  under  your  successors. 

Mr.  Denman.  No;  I  think  not.  I  think  there  were  quite  radical 
changes  made  after  Gen.  Goethals's  time. 

Mr.  Kelley.  For  the  better  ? 

Mr.  Denman.  The  difficultv  there  is  that  these  contracts  w^ere 
governed  by  the  condition  of  the  individual  yard,  and  there  were 
different  enterprise  conditions,  and  to  say  that  one  was  better  or 
that  all  were  oetter  is  a  question  of  examining  the  one  and  then 
examinii^  all  and  then  passing  on  them,  which  I  have  not  had  the 
time  to  do. 

Mr.  Kelley.  In  your  judgment  should  Mr.  Burgess  have  had  a 
contract  for  building  ships  for  the  Government  ? 

Mr.  Denman.  No;  I  would  confine  Mr.  Burgess  to  the  operation 
of  promoting  land  sales. 

Mr.  Kelley.  He  was  a  real  estate  agent  out  there  ? 

Mr.  Denman.  Yes;  he  was  one  of  the  few  we  have  in  northern 
California.    We  import  them  from  the  south. 

Mr.  Kelley.  Was  his  credit  at  the  banks  ample  ? 

Mr.  Denman.  I  couldn't  tell  you  about  that,  but  he  must  have  had 
credit  because  he  floated  so  many  real  estate  schemes. 

Mr.  Kelley.  Do  you  know  whether  he  put  a  mortgage  on  this  plant 
that  the  Government  built  out  there  of  several  hundred  thousand 
dollars  'i 

Mr.  Denman.  I  do  not  know.  The  reason  I  spoke,  of  the  Coos  Bay 
Co.  is  that  before  the  time  I  was  receiver  it  owned  the  town  of  Bay 
Point,  and  the  streets  were  laid  and  sewers  were  in  the  town  and  it 
was  an  admirable  place  to  expand  buildings  for  the  laborers  at  the 
plant.  Now,  the  Coos  Bay  people  offered  to  go  ahead  and  build  at 
this  town  right  alongside  or  near  to  the  shipbuilding  plant.  But  Mr. 
Burgess  managed  to  get  a  town  called  Clyde   ^ 

Mr.  Kelley  (interposing).  Back  in  the  country  12  miles? 

Mr.  Denman.  About  2  or  2^  miles.  There  he  built  a  beautiful 
village  there  that,  as  you  look  at  it,  either  scars  or  adorns  the  landscape 
with  an  extraordinary  variety  of  paints. 

Mr.  Kelley.  Who  put  up  the  money  to  build  it? 

Mr.  Denman.  I  am  sure-  that  Mr.  Burgess  did  not;  quite  likely 
the  Government. 

Mr.  Kelley.  Quite  likely  the  Government? 

Mr.  Denman.  Well,  I  do  not  know. 

Mr.  Steele.  Does  the  witness  know  about  these  things? 
Mr.  Kelley.  If  he  doesn't  I  do. 

Mr.  Steele.  The  witness  is  talking  now  about  things  that  took 
Dlace  after  he  left  the  Shipping  Board. 
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Mr.  Denman.  This  is  property  that  I  am  familiar  with.  And  we 
take  judicial  notice  of  Mr.  Burgess  in  California. 

Mr.  Bjelley.  You  do  not  know  whether  the  money  for  the  town 
built  up  in  the  country  was  put  up  by  the  Government  or  not  ? 

Mr.  Denman.  No;  it  was  only  statements  of  Shipping  Board 
administrators  that  ]ed  me  to  believe  that.  I  want  to  thank  Mr. 
Steele  for  his  suggestion;  I  am  not  in  a  position  to  testify  in  regard 
to  that. 

Mr.  Kelley.  Do  you  remember  the  hotel  built  at  the  beautiful 
little  town  of  Clyde? 

Mr.  Denman.  Yes.  I  was  very  much  disappointed,  as  receiver 
of  the  lumber  compan^r,  that  that  had  not  been  built  in  Bay  Point. 

Mr.  Kelley.  But  it  is  too  far  back  in  the  country  to  be  of  much 
use  to  you  in  Bay  Point? 

Mr.  Denman.  Yes. 

Mr.  Kelley.  You  are  interested  in  that  locality  and  I  want  to 
ask  you,  on  what  theory  would  the  Government  build  a  town  back 
so  far  away  from  the  seaboard  ? 

Mr.  Denman.  On  the  theory  that  mosquitoes  were  thicker  in  Bay 
Point  than  in  Clyde.  This  was  disputed  by  the  leading  citizens 
in  Bay  Point,  but  the  argument  as  to  the  preponderence  of  mos- 
quitoes seemed  to  be  decided  against  that  town.  [The  members 
of  the  committee  sroiled  at  this  statement].  Gentlemeif,  I  am 
speaking  seriously  of  this.  This  is  what  happened.  I  know  it 
though  it  was  before  I  took  charge  of  the  Bay  Point  lands. 

Mr.  Kelley.  Did  Mr.  Burgess  have  an  option  on  the  land  where 
Clyde  was  erected  and  not  on  the  land  down  by  the  seaboard  ? 

Mr,  Denman.  He  did  not  have  it  on  the  land  by  the  seaboard. 

Mr.  Kelley.  And  you  do  not  know  whether  he  had  it  on  the 
land  where  the  town  of  Clyde  was  built  or  not  ? 

Mr.  Denman.  I  think  that  was  a  part  of  one  of  his  promoting 
enterprises.  * 

Mr.  Kelley.  Perhaps  that  had  something  to  do  with  the  claim 
about  mosquitoes. 

Mr.  Denman.  That  option  was  not  an  argument  urged  upon  the 
Government. 

Mr.  Kelley.  One  important  statement  you  have  made  I  think, 
from  the  standpoint  of  the  public  good,  Mr.  Denman,  if  you  are 
correct  about  it,  is  that  American  shipping  is  handicapped,  or  has 
been,  by  interference  of  foreign  interests  in  the  handling  of  our  ships 
and  in  the  building  of  our  ships,  and  that  that  interference  is  in  the 
nature  of  officials  connected  with  the  Shipping  Board  who  were  sub- 
ject to  foreign  contrqi.  T  wondered  if  you  could  give  the  committee 
any  further  light  on  that  proposition,  because  it  is  rather  a  serious 
one,  and  the  country  ought  to  know  if  there  is  anj^body  entrusted 
with  the  building  up  of  our  merchant  mariae  who  is  controlled  by 
foreign  financial  mterests. 

Mr.  Denman.  I  can  not  tell  you  as  to  the  present  organization  of 
the  Shipping  Board,  I  mean  the  organization  of  its  employees.  What 
I  do  know  is  that  I  had  a  great  deal  to  do  with  Admiral  Benson  dur- 
ing the  time  that  we  were  harmonizing  tlie  activities  of  the  Navy 
and  the  Shipping  Board.  You  need  have  no  fear  about  Admiral 
Benson^s  true  Americanism,  and  he  is  an  admirable  cooperator,  and 
was  during  those  early  and  very  trying  days.    But  I  can  give  you  an 
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incident  of  my  administration  which  shows  what  can  be  accomplished. 
How  it  was  accomplished  I  do  not  know  to  this  day.  In  the  month 
of  April,  after  the  arrival  of  the  British  commission,  I  was  in  the 
office  of  the  Shipping  Board  here  in  Washington  one  day,  up  to  the 
noon  hour,  and  went  out  for  a  conference  with  some  of  those  New 
York  shipping  advisers  at  limcheon,  expecting  to  return  about  4 
o'clock.  We  then  had  this  ship  administrative  board  in  New  York, 
which  had  not  begun  to  function  on  the  operation^of  ships,  because 
we  had  none,  except,  I  think,  possibly  one  German  ship  that  had 
been  repaired.  We  were  very  anxious  to  organize  that  committee 
on  a  purely  American  basis  and  not  insert  any  British  or  other  ad- 
ministrators until  we  had  got  it  in  satisfactory  form  to  ourselves. 
When  I  returned  to  the  office  of  the  Shipping  Board,  between  half 

East  3  and  4  o'clock,  the  following  had  occurred:  A  meeting  of  the 
oard  had  been  held;  three  or  four  visiting  members  of  the  commis- 
sion had  been  present  at  the  meeting;  a  resolution  had  been  passed 
making  Mr.  Connop  Guthrie  a  memoer  of  our  New  York  shipping 
committee,  and  it  was  in  the  stenographer's  notes  in  that  form,  i 
had  never  heard  anything  about  it  before  the  meeting,  and  I  did  not 
know  anything  about  it  until  I  returned  from  that  conference. 
When  I  came  in  Mr.  Brent  said  to  me,  '^I  do  not  know  how  we  did 
this  

Mr.  ICelley  (interposing).  Who  said  that? 

Mr.  Denman.  Mr.  Brent.  He  said,  ''I  do  not  know  how  we  did 
this."  And  then  there  was  a  session  of  the  board  held — and  it  was 
a  YGTjj  very  warm  session  of  the  board — and  within  20  minutes  that 
was  wiped  out.  Now,  how,  between  12  o'clock  and  half  past  3,  those 
gentlemen  got  there,  and  the  session  was  held,  and  Mr.  Connop 
Guthrie  was  placed  on  this  group  of  administrators  we  had  in  New 
York,  I  do  not  know.    I  can  tell  you  how  he  was  taken  off. 

We  did  want  this  cooperation  with  the  British  to  be  worked  out. 
We  did  ultimately  have  the  same  gentleman — ^not  in  my  time,  but 
later  on — the  same  gentleman  in  cooperation  with  this  board  in  New 
York.  But  the  point  was  that  we  then  had  no  ships  to  operate  and 
had  not  gotten  things  started  ourselves  in  the  form  that  we  wanted 
it;  we  had  not  had  our  conferences  with  the  visiting  commission;  we 
were  still  up  in  the  air  as  to  what  we  were  actuallv  going  to  do.  I 
looked  upon  it  as  extraordinary;  in  fact,  as  I  look  back  upon  all  the 
extraordinary  and  significant  things  of  that  month,  that  seems  the 
most  important  to  me,  more  significant  even  than  this  matter  of  the 
Cunard  ships. 

You  asked  me  on  yesterday  what  my  delegation  of  authority  was 
in  regard  to  the  conference.  I  have  here  a  copy  of  the  outline  of  the 
conference  and  its  members,  given  me  by  the  State  Department.  It 
is  as  follows: 

SHIPPING  ECONOMY  AND  SUPPLY. 

Subjects: 

(a)  Requisitioning  of  shipping. 

lb)  Disposition  and  best  use  of  available  ships.    (Coastwise  trade,  etc.) 

(c)  German  ships  in  United  States  ports. 

(d)  Austrian  ships  in  United  States  ports. 

(e)  Enemy  ships  in  neutral  ports. 

(J)  Shipbuilding  in  United  States  yards  and  elsewhere.  (Supply  of  steel  and  other 
materials.) 

(g)  Ships  under  construction  for  Allies  and  neutrals. 

(h)  Employment  of  neutral  ships  not  at  present  in  allied  trades. 


Digitized  by 


SHIPPING  BOARD  OPERATIONS. 


3255 


British  negotiators:  United  States  conferees: 
Mr.  Balfour.  Secretary  of  State. 

Sir  G.  Foster.  Mr.  Polk. 

Sir  R.  Crawford.  Mr.  Denman. 

Admiral  de  Chair.  Secretary  of  Commerce. 

Now,  in  the  course  of  that  conference  there  were  certain  phases  of 
it  that  approached  the  realm  of  the  secret  treaties  affecting  Shan- 
tung. My  activities  in  that  connection  had,  in  my  opinion,  more  to 
do  with  my  departure  from  the  Shipping  Board  than  any  other  source 
of  influence  which,  indirectly  but  powerfully,  may  have  been  the 
cause  of  my  not  being  able  to  carry  out  my  policies  myself.  If  you 
can  obtain  the  permission  of  the  President — ^which  I  have  always 
procured  prior  to  any  statement  that  I  have  made  concerning  my 
activities  in  his  behalf — I  believe  that  one  of  the  sources  of  interfer- 
ence with  my  administration  as  chairman  of  the  Shipping  Board  may 
be  clearly  disclosed. 

Coming  back  to  the  subject  of  motor  ships  and  the  causes  of  for- 
eign propaganda  against  them,  vou  will  recall  that  Great  Britain  was 
a  coai-buming  nation  prior  to  the  Great  War  and  did  not  possess  any 
great  oil  fields.  British  shipping  has  always  been  closely  coordinated 
to  British  raw  materials.  The  Bimneister  and  Wain  iJiesel  patents 
were,  however,  betag  used  in  the  Harlan  &  Wolff  vards  prior  to  the 
war,  and  during  the  war  they  produced  a  number  of  these  large  Diesel 
ships.  In  my  testimony  on  yesterday  it  appeared  that  the  British 
Diesel  plants  were  turned  on  submarine  construction.  The  Harlan 
&  Wolff  plant — ^in  which  Lord  Pirrie  has  thein teres 1 1  have  spoken 
of — ^however,  continued  to  build  large-size  Diesel-motor  cargo  and 
passenger  ships  during  the  war.  Since  that  time,  with  the  Mesopo- 
tamian  oil  fields  in  sight  and  now  apparently  in  hand,  has  come  an 
enormous  stimulation  of  internal-combustion  oil  engines  construc- 
tion in  Great  Britain,  producing  the  activities  shown  in  the  partial 
list  of  ships  which  I  gave  to  you  yesterday  and  which  I  trust  will 
appear  in  the  record.  The  long  voyages  of  the  Danes  and  Swedes 
and  Norwegians  are  like  ours  in  America.  That,  as  I  say,  developed 
the  Diesel  long  prior  to  this,  and  I  now  will  read  a  short  excerpt  from 
a  very  voluminous  writer  on  shipping  matters,  which  you  will  find 
pertinent.  * 

The  Chairman.  I  know  that  we  might  find  a  whole  library  full  of 
dociunents  pertinent  on  the  matter,  but  we  can  not  continually  fill 
un  our  record  with  excerpts,  it  seems  to  me,  from  various  documents. 
We  are  asking  for  your  views.  You  have  expressed  them  prettv 
fully  and  submitted  dociunents  which  are  in  the  record  here,  and, 
besides,  the  matter  to  which  this  is  directed  is  more  a  legislative 

g reposition,  which  should  properly  go  to  another  committee  of  the 
[ouse. 

Mr.  Denman.  I  auite  agree  with  you  that  I  should  not  go  on  and 
on  and  on,  but  this  nappens  to  be  Mr.  Hurley,  and  it  happens  to  show 
what  Air.  Hurley  recommends,  and  also  shows  what  he  knew  in 
August,  1917. 

Mr.  Steele.  Is  that  an  excerpt  from  his  book  ^'The  New  Mer- 
chant Marine ? 

Mr.  Denman.  It  is.  I  want  to  show  that  the  vessels  that  he 
recommends  as  his  type  to-day  are  vessels  of  1912  and  1913.  It  is 
very  short: 

Close  in  the  wake  of  this  first  bold  venture  came  the  Salandiay  engine  by  Bnrmeister 
and  Wain,  in  1911. 
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The  Salandia  is  the  first  vessel  in  that  group  of  pictures  of  21  ships 
that  I  handed  to  you  the  day  before  yesterday. 

This  vessel  is  a  7,400  dead-weight  ton  cargo  ship,  driven  by  twin  screws,  each  shaft 
being  fitted  with  an  8-cylinder,  4-cycle,  directly  reversible  marine  Diesel  motor  of 
950  brake  horsepower.  The  vessel  had  been  engaged  in  long  voyagjes  between 
Europe  and  the  Indies  in  the  service  of  the  East  Asiatic  Co.,  and  her  performance 
has  been  so  highly  satisfactory  that  several  himdred  seagoing  motor  ships  that  have 
followed  her  in  the  service  have  been  designed  and  engined  in  substantially  the 
same  way.  There  has  been  a  tendency  to  larger  cylinders  with  4  cycles,  but  almost 
every  improvement  in  the  marine  Diesel  has  been  in  mechanical  betterment  of 
parts.  *  *  *  An  excellent  and  very  full  idea  of  the  comparative  economies  of 
the  steam  engine  using  coal  fuel  and  the  Diesel  motor  using  any  of  its  wide  range  of 
oil  fuels,  may  be  had  from  the  following  extracts  taken  from  the  engineer's  log  book 
and  to  vessels  in  the  employ  of  the  same  company  engaged  in  making  the  same  voyage. 

Then  follows  a  description  of  the  vessels  and  the  items  of  engine 
performance,  showing  a  saving  of  3  to  1  over  coal.  Now,  this  is  a 
typical  vessel,  which  is  the  basis  of  Mr.  Hurley's  conviction  that 
we  must  go  to  the  building  of  motorships.  Astonishing  to  say,  it 
exactly  fits  the  Siam — 410  feet  long,  55  feet  wide,  30  feet  deep, 
deadweight  carrying  capacity  9,500  tons,  and  speed  11.14  knots. 
The  Siam  was  the  vessel  that  sailed  into  San  Francisco  in  1913,  and 
the  Siam  followed  the  model  of  the  Salandia  and  the  hundreds  of 
vessels  Mr.  Hurley  described.  Already  had  a  very  large  number  of 
them  been  built  when  I  turned  the  project  over  to  him. 

Now,  Mr.  Kelley,  you  asked  me  on  yesterday  whether  or  not  if 
the  contract  from  the  Cramps  group  was  examined  by  Mr.  Hurley 
in  January,  1918,  if  that  contract  at  that  time  would  have  been  of 
any  value  to  him  ? 

Mr.  CoNNALLY.  I  would  like  to  ask  you  a  cj^uestion  with  reference 
to  the  Hurley  quotation  which  you  say  was  trom  his  book.  When 
was  the  book  published  ? 

Mr.  Denman.  ixecently. 

Mr.  CoNNALLY.  Why  did  you  make  the  statement  that  the  quota- 
tion would  show  what  Mr.  Hurley  thought  about  the  subject  in  1917  ? 
Mr.  Denman.  Because  I  told  him  this. 

Mr.  CoNNALLY.  But  your  telling  him  that  does  not  appear  there 
from  the  quotation  from  the  book. 

Mr.  Denman.  No;  but  I  am  showing  the  identity  of  my  state- 
ments in  1917  with  Mr.  Hurley ^s  statement  in  1920. 

Mr.  CoNNALLY.  Do  you  think  it  hardly  fair  to  say  that  you  are 
quoting  from  a  book,  which  was  published  in  1920,  which  would  show 
what  Mr.  Hurley  knew  in  1917  ? 

Mr.  Denman.  If  you  got  that  impression  I  am  sorry. 

Mr.  CoNNALLY.  I  think  you  gave  it,  and  I  think  the  stenographer's 
notes  will  show  that  way. 

Mr.  Denman.  If  I  gave  it  that  way  I  am  glad  you  called  my  atten- 
tion to  it.  The  fact  is  that  this  statement  is  my  statement  in  1917 
in  form. 

Mr.  CoNNALLY.  But  it  is  not  shown  in  the  book  or  written  form. 

Mr.  Denman.  What  is  here  stated  in  Mr.  Hurley's  book  in  1920 
is  a  reproduction  of  our  discussion  in  1917.  Mr.  Walsh,  on  yesterday 
you  were  asking  me  about  the  contract  proposed  with  the  Cramps 
group,  and  our  discussion  at  a  limcheon,  Mr.  Hurley  gave  me,  early 
in  1918,  of  the  Cramps  contract.  At  that  time  he  could  not  have 
availed  himself  of  it  because  when  the  contract  was  not  taken  up  by 
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our  successors  the  Navy  came  in  and  took  up  practically  all  the  con- 
structive capacity  or  activity  of  the  Cramps  plant. 
The  Chairman.  For  Diesels  ? 

Mr.  Denman.  It  was  Navy  construction.  I  can  not  tell  you  about 
Diesels.  I  think  it  was  for  steam,  and  that  the  Delaverne  Diesel 
lant  was  not,  as  I  understand  it,  acquired  by  the  Cramp  ship- 
uilding  people,  although  I  may  be  mistaken  about  that.  The  point 
is  that  the  licenses  of  the  Cramps  were  not  utilized  even  early  in  1918, 
nor  were  they  utilized  after  the  armistice,  nor  were  any  of  the 
himdreds  of  steel  contracts  for  cargo  ships — for  hulls  I  am  speaking 
of  now — let  for  the  Diesel  form  have  these  other  large  Diesel  plants 
that  could  have  manufactured  under  the  Cramp  license  or  the 
Wurkspoor  license,  or  any  other  license  utilized  for  making  commer- 
cial Diesel  engines,  but  instead  some  of  them  were  converted  into 
the  manufacture  of  steam  engines. 

Mr.  Kelley  on  yesterday  asked  me  whether  or  not  the  operations 
of  the  Diesel  engine  in  commercial  carrying  ships  was  a  more  or  a  less 
expensive  operation  than  a  steam  vessel  burning  oil  under  the 
boilers  in  the  form  of  propulsion,  and  I  gave  him  my  opinion.  I  have 
here  the  opinion  of  about  25  of  the  more  important  snipping  men  of 
the  world,  English  and  American  and  Scandinavian,  on  this  subject, 
which  answers  that  question: 

The  future  of  the  motor  ship  is  exceptionally  brilliant. — Sir  George  B.  Hunter. 

The  Chairman.  How  authentic  are  those  ? 

Mr.  Denman.  They  appear  in  this  technical  journal  Motorship, 
and  I  imagine  will  not  be  questioned.  They  include  Admiral  Lord 
Fisher  and  the  whole  group  of  men  who  have  been  for  years  prog- 
nosticating, and  many  of  tnem  manufacturing  Diesels.  Sir  Marcus 
Samuel,  who  is  engaged  very  largely  to-day,  and  has  been  during  and 
since  the  war,  in  the  manufacture  of  Wurmeister  and  in  Eng- 
land, makes  a  statement  concerning  their  economies. 

The  Diesel  oil  engine  is  much  more  economical  than  the  ordinary  method  of  driv- 
ing ships.  You  can't  compete  with  foreign  competitors  on  any  other  basis. — ^Admiral 
W.  S.  Benson. 

I  would  like  to  see  200  American  motor  ships  of  10,000  tons  and  14  knots  speed  in 
service.  Ship  owners  who  are  building  steamships  now  will  soon  wish  they  had'nt. — 
Edward  N.  Hurley. 

It  behooves  us  to  economize  in  the  use  of  oil  in  every  possible  way. — Prof.  B.  E. 
Armstrong. 

The  coai-fire  boiler  and  the  steam  engine  have  seen  their  best  days,  and  in  a  short 
time  may  be  on  the  scrap  heap. — ^John  Lockie,  editor  Steamship. 

The  fuel  economy  of  the  motor  ship  makes  her  cheaper  to  operate  than  the  steam- 
ship in  spite  of  greater  investment  charges. — Dr.  Chas.  E.  Lucke. 

We  in  Norway  are  convinced  of  the  superiority  of  the  motor  ship. — Thor.  Thoresen. 

In  a  few  years  every  shipbuilding  concern  in  America  will  be  devoting  all  its 
activities  to  building  motor  ships. — Geo.  A.  Armes,  Union  Iron  Works. 

The  economic  ship  should  have  Diesel  engines  instead  of  either  coal  or  oil  fired 
steam  engines. — Sir  J.  H.  Biles. 

Oil-fired  boiler  installations  are  a  terrible  waste  of  fuel. — Ernst  A.  Heden. 

The  editorials  in  Motorship  are  along  the  Line  of  my  sentiments  and  I'm  glad  to  see 
you  push  the  matter  so  hard. — Representative  G.  W.  Edmonds. 

You  are  in  a  splendid  position  to  emphasize  the  advantages  of  the  Diesel  engine  to 
American  shipowners  in  their  world-wide  shipping  competition. — ^Arthur  M.  Harris. 

I  have  no  reason  to  doubt  the  advantages  of  the  motor  ship.  All  the  evidence  is 
one  way. — ^Admiral  R.  E.  Coontz. 

The  marine  oil  engine  is  comparable  in  its  importance  with  the  introduction  of  the 
steam  engine  by  Watt. — Lord  Weir. 

Steam-driven  freighters  will  find  it  diflScult  to  compete  with  Diesel-engined  ves- 
sels.  Builders  on  the  Continent  are  fully  aUve  to  the  vast  amount  of  business  that 
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lies  ahead  in  the  converting  of  the  steam-driven  mercantile  marine  to  motor  power. — 
Editor  Liverpool  Journal  of  Commerce. 

There  should  be  justification  shown  for  the  construction  of  any  oil-burnii^  ship 
which  does  not  use  an  engine  of  the  Diesel  type. — Ex- Secretary  of  the  Interior  Frank- 
lin K.  Lane. 

The  Diesel  motorship  is  the  freight-carrying  vessel  of  the  world  for  economy. — 
Frank  C.  Munson. 

The  necessity  for  economy  is  ever  more  urgent  owing  to  the  high  cost  of  coal  and 
oil. — Alexander  Cleghorn. 

You  were  asking  me  whether  there  has  been  any  place  in  which 
this  project  in  our  time  had  been  laid  down  as  a  matter  of  policy,  and 
I  am  now  quoting  from  the  records  of  the  Shipping  Board: 

Minutes  of  a  special  meeting,  Wednesday,  July  19,  1917. 

The  Chairman  (Mr.  Denman).  I  desire  to  say.  General,  that  as  to  the  proposals  of 
the  Cramp  people  as  to  the  construction  of  Diesels,  that  that  is  the  beginning  of  a 
great  project,  a  project  which  involves  the  use  of  the  Diesel  motor  ultimalely  as  a 
substitute  for  steam.  I  happen  to  be  familiar,  and  have  been  for  some  time  an  at- 
torney for  a  company  operating  a  fleet  of  Diesels  between  Scnadinavia  and  California, 
with  some  of  the  details  of  their  use  and  their  value,  and  know  some  of  the  possibilities 

of  their  development. 

*****  *  * 

In  view  of  the  fact  that  it  is  not  a  simple  contract,  but  the  beginning  of  a  great 
project,  I  desired  to  have  the  Shipping  Board  present  so  that  they  could  sit  and  consult 
with  the  various  persons  engaged  in  the  project,  get  infonnation  and  put  questions, 
so  that  if  they  have  any  suggestions  floating  out  of  their  experience  and  mine  which 
is  not  entirely  negligible  they  could,  after  consultation  with  you,  work  out  the  project 
in  full. 

******* 
The  Chairman  (Mr.  Denman).  We  may  also  want  to  discuss  the  question  whether 
or  not  the  contract  with  these  gentlemen  for  the  development  of  the  thing  should 
be  along  the  lines  of  Government  ownership  of  the  license,  or  Government  ownership 
of  the  piesel  plant  itself,  just  at  you  are  going  to  make  this  fabricating  ship  plant. 

After  I  retired  from  the  board  

Mr.  Foster  (interposing).  May  I  ask  right  there,  how  soon  did  you 
retire  after  the  day  on  wmch  that  meeting  was  held  ? 
Mr.  Denmaij.  On  the  24th. 
Mr.  Foster.  This  was  on  what  day? 

Mr.  Denman.  The  19th.  After  I  retired  from  the  board  I  prepared 
a  statement,  which  was  read  into  the  records  of  the  Senate,  as  follows: 

The  Shipping  Board  had  other  constructive  polici'es,  both  to  meet  war  need  and 
for  the  upbuilding  of  our  mercantile  marine,  which  it  was  framing,  always  acting 
under  the  pressure  of  the  consciousness  of  the  submarine  menace  and  always  under 
the  necessity  of  creating  a  new  branch  of  its  organization  as  its  functions  were  in- 
creased.   A  brief  review  of  these  policies  may  not  be  amiss: 

1.  The  control  and  reduction  of  freight  and  charter  rates.  This  required  the  com- 
mandeering power,  which  was  not  delegated  to  us  until  July  11,  and  cooperation 
with  the  Allies.  Negotiations  had  progressed  to  the  point  where  the  plan  could  have 
been  put  in  operation  in  a  very  short  time  after  granting  the  power  to  commandeer. 
Quick  relief  was  essential.  « 

2.  The  commandeering  of  all  our  tonnage,  with  its  continued  operation  for  Gov 
ernment  account,  but  in  the  hands  of  the  private  owners  and,  as  far  as  possible,  con- 
sistent with  war  needs  in  its  former  routes,  carrying  materials  for  our  basic  war 
industries. 

3.  The  carrying  out  of  the  agreement  made  in  June  between  the  owners  and  sea- 
men for  a  calling  back  to  the  sea  of  the  large  body  of  seamen  on  shore  and  fixing  wages 
and  bonuses  during  the  war. 

4.  The  chartering  and  control  of  neutral  tonnage  to  serve  the  common  war  need. 

5.  The  inauguration  of  the  building  of  a  Diesel  motor-driven  fleet  of  merchant 
ships  of  the  Norwegian  George  Washington  type,  which,  with  the  great  saving  in 
fuel  and  cargo  space,  wide  sailing  radius,  and  reduced  labor  cost,  would  free  us  from 
bunker  control  of  other  nations  and  give  us  a  dominance  in  maritime  carriage  after 
the  war. 
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That  brings  us  to  the  subject  of  bunker  control  and  how  it  was 
exercised  on  American  ships  before  I  became  chairman  of  the  Ship- 
ping Board  and  afterwards.  The  bimker  control  was  exercised  by 
the  British  Government,  acting  through  its  diplomatic  representa- 
tives in  the  United  States,  and  also  through  its  consular  representa- 
tives. An  American  fleet  of  vessels  would  have  one  ship  in  a  British 
bunkering  station,  and  be  required,  before  it  was  permitted  to  obtain 
its  bunker  coal  and  sail  away,  to  sign  an  agreement,  through  the 
management  of  the  company,  whereby  the  snip  was  to  do  certain 
thmgs  agreeable  to  the  British  war  policy.  The  Pacific  Mail  Steam- 
ship Co.  had  a  vessel  in  England  and  was  compelled  to  sign  one  of 
those  agreements  before  they  could  get  her  out. 

Mr.  Kelley.  Did  that  come  to  your  knowledge  as  chairman  of  the 
Shipping  Board  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Kelley.  Is  there  any  record  of  it  in  the  board  ? 

Mr.  Denman.  I  have  a  copy  of  the  bunkering  agreement,  that  was 

fiven  to  me  by  Sir  Richard  Crawf  o:  d  on  my  request,  to  learn  what 
ad  happened  to  the  Pacific  Mail  Steamship  Co.  This  agreement 
provided,  amongst  other  things,  and  we  were  then  a  neutral,  that  the 
American  company^s  ships — not  one  of  the  fleet,  not  the  particular 
ship  that  needed  the  bunkers,  but  any  one  of  the  fleet  of  that  com- 
pany— should  carry  no  enemy  of  Great  Britain  on  tier.  That  is  to 
say,  our  then  neutral  associates  in  the  family  of  nations — the  Bul- 
garians, Austrians,  Germans,  and  the  Turks  and  all  countries  at  war 
with  Great  Britain — that  no  national  of  those  coimtries  should  be 
carried  on  a  Pacific  Mail  Steamship  Co.  ship,  between,  say,  Manila 
and  San  Fi  ancisco,  or  between  San  Francisco  and  New  York  or  any 
other  American  ports,  or  any  other  port  in  the  world. 
Mr.  Kelley.  Great  Britain  was  at  war  ? 

Mr.  Denman.  Oh,  yes;  she  was  at  war.  Mind  you,  when  my  ad- 
ministration developed  I  had  in  mind  the  same  character  of  control. 
But  the  point  I  am  making  is,  how  it  is  done,  so  that  you  may  have  a 
picture  here,  and  the  members  of  the  Congress  may  have  a  picture, 
of  how  these  agencies  may  be  utilized  when  you  come  into  commercial 
or  any  other  conflict. 

Take  the  Jones  bill,  for  instance,  and  it  would  be  entirely  proper, 
I  mean  legally  proper,  as  a  reprisal,  for  the  business  interests  of  Scandi- 
navia or  any  other  interests  controlling  coal  bimkers  to  say:  '^We 
will  not  bunker  a  ship  that  under  the  provisions  of  the  law  of  its 
flag  has  exceptional  benefits  from  the  Governments  that  are  dis- 
criminating against  us.  That  is  the  picture  that  I  want  to  draw, 
but  I  am  not  trying  to  discuss  the  morals  of  it.  The  motor  ships 
have  a  radius  of  25,000  to  30,000  miles;  they  free  you  from  bunkers. 

Now,  as  to  how  many  of  those  agreements  were  signed  in  all,  I  do 
not  know.  I  understand  that  every  fleet  in  the  United  States  was 
compelled  to  sign  one  if  they  had  a  ship  which  wished  fuel.  The  re- 
mark concerning  bunkers  is  in  explanation  of  the  last  sentence,  of  my 
project  as  outlined  to  the  Senate. 

I  was  asked  on  yesterday  about  motor  ships  being  constructed  in 
this  country.  There  are  to-day  11  motor  ships,  aggregating  one 
hundred  and  twenty  and  odd  thousand  tons,  being  built  in  America; 
and  they,  of  course,  ai  e  the  beginning  of  many  more  to  follow.  Mr. 
Schwab  is  building  four  of  about  20,000  tons^  dead-weight  capacity. 
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Mr.  Steele.  Each  one  ? 

Mr.  Denman.  Yes;  each  one.  That  shows  how  the  powers  have 
developed  smce  the  10,000-ton  ships  in  my  time  and  in  Mr.  Hurley's 
time.  The  10,000-ton  ships  was  what  is  regarded  in  a  way  as  the 
unit  of  tramp  cargo  carriers.  Two  are.  being  built  for  the  American- 
Hawaiian  Steamship  Co.  by  the  Cramps.  Those  I  think  are  12,000 
tonners.  Another  is  being  built  for  the  Alaska  Steamship  Co.,  but  I 
have  not  got  the  size  of  that.  Two  are  being  built  for  the  Standard 
Oil  Co.  of  California.  One  is  being  built  for  the  Submarine  Boat 
Corporation. 

In  this  connection  I  want  to  speak  of  the  attitude  of  certain  oil 
companies  toward  the  Diesel  motor  ships  which  would  cut  down  to  a 
third  the  marine  market  for  fuel. 

Mr.  CoNNALLY  (interposing).  Mr.  Chairman,  I  want  to  object 
right  here,  and  ask  how  far  is  the  committee  going  to  pursue  the 
Diesel  proposition? 

The  Chairman.  It  seems  to  me  that  those  matters  are  subsequent 
to  the  administration  of  Mr.  Denman  and  his  successors.  I  do  not 
quite  see  the  pertinency,  except  the  fact,  which  appears,  that  they 
are  building  Diesel  ships  now.  I  do  not  know  that  we  care  anything 
more  about  that.  This  whole  Diesel  proposition,  or  a  goodly  portion 
of  it,  Mr.  Denman,  as  you  have  testified  about  it  before  the  committee, 
of  course,  is  not  strictly  within  the  jurisdiction  of  this  committee. 
You  have  explained  very  fully;,  and  gone  into  the  matter  very  fully, 
but  there  is  a  vast  amount  of  it  that  does  not  come  within  our  juris- 
diction. You  have  brought  out  the  fact  that  this  proposition  was 
under  consideration  at  the  time  you  resigned,  and  that  a  contract 
was  practically  to  be  signed  and  was  not  signed,  and  that  it  was 
feasible,  according  to  your  view;  and  I  understand  that  Diesel  ships 
are  being  built  at  this  time. 

Mr.  Denman.  That  is  in  pursuance  of  the  question  put  to  me  on 
yesterday. 

The  Chairman.  I  do  not  know  who  asked  any  questions  which 
make  what  you  are  about  to  say  responsive.  I  have  no  doubt  that 
this  information  may  be  valuable  or  perhaps  may  be  considered 
pertinent  by  some  other  committee,  but  you  understand  that  this 
IS  not  a  legislative  committee,  and  I  do  not  think  we  ought  to  pursue 
the  subject  beyond  the  point  that  you  have,  I  think,  very  fully  devel- 
oped; namely,  that  this  matter  was  under  consideration  by  you  as 
chairman  of  the  board ;  that  the  most  of  the  details  had  been  arranged ; 
that  a  contract  had  been  practically  prepared  and  was  being  taken 
up  with  a  view  to  signing  it,  and  was  handed  down  by  you  to  the 
subsequent  administration,  but  nothing  was  done  by  them. 

Mr.  Denman.  I  think  you  have  been  very  generous  with  me,  Mr. 
Chairman,  in  allowing  me  to  expand. 

The  Chairman.  We  endeavor  to  give  every  witness  a  chance  to 
make  whatever  statement  it  is  his  desire  to  make,  but  of  course  you 
must  appreciate  that  there  are  limits  within  which  the  investigations 
of  this  committee  must  be  confined,  and,  as  Mr.  Connally  suggests,  I 
do  not  quite  see  that  we  would  be  justified  in  pursuing  it  any  further 
along  the  apparent  Unes  of  your  statement  just  now  made. 

Mr.  Denman.  To  briefly  explain  that,  Mr.  Kelley,  on  yesterday^ 
asked  me  about  relative  costs. 

The  Chairman.  Well,  you  have  given  them  to  us. 
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Mr.  Denman.  And  I  ajn  quite  certain  that  Mr.  Kelley  had  in  mind 
a  statement  that  emanated  irom  one  of  the  employees  of  the  oil  com- 
pany; but  there  is  no  need  for  going  into  that. 

The  Chairman.  You  have  furhisned  us  a  list  that  developed  the 
cost. 

Mr.  Denman.  All  right. 

The  Chairman.  Have  you  any  questions,  Mr.  Steele  ? 

Mr.  Steele.  Just  a  few.  Mr.  JDenman,  awhile  ago  you  stated 
that  you  severed  your  official  connection  with  the  Shipping  Board 
on  July  24,  1917.  Were  you  connected  in  any  way  with  the  Shipping 
Board  subsequent  to  that  time  ? 

Mr.  Denman.  No,  sir. 

Mr.  Steele.  Then  did  you  have  any  means  of  knowing  what  their 
transactions  were  after  that  time;  that  is,  in  an  official  way  or  by  any 
connection  with  the  board  ? 

Mr.  Denman.  I  had  various  consultations  with  members  of  the 
board,  and  some  of  them  were  good  enough  to  seek  my  advice,  and 
some  got  it  gratis. 

Mr.  Steele.  After  your  connection  with  the  board  ended,  did  you 
remain  in  Washington  ? 

Mr.  Denman.  I  was  here  for  about  three  weeks.  I  wrote  a  letter 
to  Mr.  Hurley,  advising  him  that  I  desired  to  lay  before  him  these 
projects. 

Mr.  Steele.  That  is,  the  Diesel  projects  ? 
Mr.  Denman.  And  the  division  of  accounting,  and;^ — - 
Mr.  Steele  (interposing).  I  understand  that  you  live  in  San  Fran- 
cisco ? 

Mr.  Denman.  Yes,  sir. 

Mr.  STEELE.  That  is  your  home  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Steele.  It  was  then  and  is  now  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Steele.  And  I  suppose  after  you  severed  your  connection  with 
the  Shipping  Board  you  returned  home. 

Mr.  Denman.  No;  I  was  here  for  four  months  in  the  spring  of  1918, 
in  connection  with  certain  litigation  I  had  here,  and  during  that  time 
I  was  in  constant  conference  with  different  persons  connected  with 
the  Shipping  Board.  I  have  visited  Washington  and  consulted  with 
board  members  twice  besides. 

Mr.  Steele.  That  is,  as  to  general  policy,  etc. 

Mr.  Denman.  Yes,  sir;  as  to  general  policy. 

Mr.  Steele.  You  did  not  keep  informed  as  to  details  ? 

Mr.  Denman.  Oh,  no. 

Mr.  Steele.  So  that  anything  that  took  place  after  that  as  to  de- 
tail matters  of  accounting  and  things  of  that  kind  you  have  no  official 
Imowledge  of  them  ? 

Mr.  Denman.  Not  as  to  details  of  accounting,  but  the  general 
policy  being  pursued  was  known  to  all  of  us. 

Mr.  Steele.  On  yesterday  you  placed  in  the  record  a  list  of  the 
ships  being  constructed  in  Grreat  Britain  of  the  Diesel  type. 

Mr.  Denman.  Yes. 

Mr.  Steele.  Were  they  constructed  under  Government  or  private 
management  ? 

Mr.  Denman.  I  think  nearly  all  of  those  were  under  the — those 
now  being  constructed  are  under  private  management,  but  during 


3262 


SHIPPING  BOARD  OPERATION>S. 


the  war  all  shipping  in  Great  Britain,  as  it  was  in  the  United  States, 
was  under  Government  control.  Lord  Pirrie,  who  is  constructing 
them,  was  British  comptroller  of  shipping. 

Mr.  Steele.  That  list  is  made  up  of  ships  under  private  manage- 
ment? 

Mr.  Denman.  Yes,  sir. 

Mr.  Steele.  You  also  referred  to  having  obtained  a  license  with 
reference  to  the  Diesel  engine. 

Mr.  Denman.  I  obtained  it  in  this  sense,  that  I  got  the  Cramps  to 
make  a  tender  of  the  license  that  they  already  had,  in  connection 
with  the  contract. 

Mr.  Steele.  The  Diesel  engine  had  been  patented,  had  it  not  ? 

Mr.  Denman.  Well,  there  are  a  great  many  patents.  The  original 
patent  of  Mr.  Diesel  had  expired,  but  the  idea  had  been  appropriated 
to  many  forms  of  propulsion,  and  this  particular  one  that  was 
chosen  by  Lord  Pirrie,  wno  was  the  master  of  English  shipping  during 
the  war  and  was  had  by  the  Cramps,  was  the  one  I  chose. 

Mr.  Steele.  Has  that  been  patented  in  this  country? 

Mr.  Denham.  I  presume  it  nas,  but  I  do  not  know. 

Mr.  Steele.  It  was  from  the  Cramps  that  you  obtained  this 
license  that  you  speak  of? 

Mr.  Denman.  I  obtained  it  in  the  sense  that  I  got  the  Cramps 
association  to  offer  to  build  it. 

Mr.  Steele.  On  yesterday  you  referred  in  a  general  way  to  the 
British  having  acquired  control  of  the  Mesopotamian  oil  fields. 
Prior  to  that  what  was  the  comparative  production  of  oil  in  the 
United  States  and  Great  Britain? 

Mr.  Denman.  I  can  not  give  you  the  figures,  but  it  was  overwhelm- 
ingly in  favor  of  the  United  States. 

Mr.  Steele.  As  a  matter  of  fact  we  export  large  quantities  of  oil, 
do  we  not  ? 

Mr.  Denman.  Oh,  yes.  Our  supply  is  being  drained  by  British 
fuel  consumption  in  ships  to-day  and  other  ships — Scandinavian 
and  the  whole  group. 

Mr.  Steele.  But  the  whole  matter  is  under  the  control  of  this 
country  as  far  as  surplus  production  is  concerned  ? 

Mr.  Denman.  That  is  quite  correct — well,  I  disagree  with  you, 
and  will  correct  that  by  saying  it  is  within  the  United  States,  but  not 
under  United  States  control. 

Mr.  Steele.  Well,  it  could  be  in  time  of  war. 

Mr.  Denman.  Yes.  But  not  now  when  it  is  being  drained  for  our 
coinpetitor's  benefit. 

Mr.  Steele.  In  discussing  your  original  organization,  Mr.  Den- 
man, you  stated  that  you  believed  in  division  of  responsibility. 

Mr.  Denman.  Division  of  functions  and  responsibility  over  them. 

Mr.  Steele.  In  your  scheme  of  organization  which  you  outlined 
here,  then,  each  particular  division  was  confined  to  its  own  work. 

Mr.  Denman.  Well,  two  grand  divisions  were  all  I  spoke  of.  That 
is,  operations  on  one  side  and  manufacture  on  the  other. 

Mr.  Steele.  During  your  adrmnistration  did  you  ever  take  cogni- 
zance of  any  other  department  of  the  Government  at  all  ? 

Mr.  Denman.  Any  other  department  of  the  Government? 

Mr.  Steele.  Yes.  For  instance,  in  your  division  as  to  the  carriage 
of  materials  did  you  take  into  consideration  that  the  Army  or  the 
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Navy  Department  or  the  War  Department  might  be  interested  in 
the  transportation  of  that  particular  article  ? 

Mr.  Denman.  Yes.  Durmg  those  weeks  in  which  I  said  I  was 
very  rarely  at  the  actual  detail  administrative  meetings  of  the 
Shipping  Board  I  was  in  constant  consultation  with  Secretary  Baker 
and  Admiral  Benson,  and  both  of  these  gentlemen  lent  their  cooper- 
ation, as  well  as  did  their  subordinates,  toward  getting  a  uniform 
scheme  for  the  control  of  shipping. 

Mr.  Steele.  That  was  witn  reference  to  the  organization. 

Mr.  Denman.  Yes;  that  was  with  reference  to  the  organization. 

Mr.  Steele.  So  far  as  Army  affairs  were  concerned,  that  was  left 
to  the  War  Department,  and  so  far  as  naval  affairs  were  concerned 
that  was  left  to  the  Navy  Department. 

Mr.  Denman.  Yes,  sir;  but  in  coordination. 

Mr.  Steele.  This  organization,  as  I  understand  you,  had  to  be 
gotten  up  very  quickly,  almost  on  the  spur  of  the  moment,  and  was 
entirely  different  from  the  War  Department  or  the  Navy  Depart- 
ment, which  had  grown  up  and  developed  through  a  long  series  of 
years. 

Mr.  Denman.  Yes ;  and  purposely  different,  because  it  was  to  be  a 
commercial  shipping  administration  and  in  constant  contact  with 
live  commercial  business  men,  and  would  attempt  to  absorb  their 
methods  as  distinguished  from  the  more  highly  centralized  and 
technical  methods  necessary  to  the  Army  and  the  Navy. 

Mr.  Steele.  The  details  of  the  construction  department  you  say, 
were  left  almost  entirely  with  Gen.  Goethals. 

Mr.  Denman.  All  details  were  left  to  him. 

Mr.  Steele.  All  details  with  reference  to  that  department  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Steele.  And  vou  said  the  difference  between  the  disbursement 
of  the  presidential  fund  and  the  direct  appropriation  to  the  Emer- 
gency lleet  was  as  you  outlined? 

Mr.  Denman.  Well,  the  distinction  1  was  making  at  that  time, 
when  I  was  testifying  a  few  minutes  ago,  Mr.  Steele,  was  the  difference 
between  the  emergency  fund  that  we  used  to  operate  and  repair  these 
German  ships,  and  the  $50,000,000  with  which  we  bought  stock  of 
the  Emergencv  Fleet  Corporation.  Now,  thereafter,  following  the 
act  of  the  15th  of  June,  1917,  and  the  allocation  of  powers  by  the 
President  on  July  11,  1917,  vast  funds  came  from  the  Congress, 
legally  through  the  President,  but  from  him  directly  to  the  Emergencv 
Fleet  Corporation,  and  in  legal  contemplation  did  not  pass  through 
the  Shipping  Board. 

Mr.  Steele.  When  was  the  Emergency  Fleet  Corporation 
organized  ? 

Mr.  Denman.  On  the  18th  of  April,  1917. 

Mr.  Steele.  When  did  you  have  the  appropriation  from  the^ 
Congress  ? 


appropriation  of  $50,000,000  for  a  Shippmg  Board  and  it  gave  to  the 
Shipping  Board,  that  original  act  did,  the  power  to  create  corpora- 
tions for  the  stimulation  of  shipping  activities.  When  the  war  came 
on  the  legislation  that  1  proposed  to  the  Congress  in  the  session 
ending  on  March  4  was  defeated  in  the  press  of  the  activities  of  the 
last  two  weeks,  as  you  will  remember,  of  that  session.    So  that  I  had 
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no  new  war  powers  to  act  under  when  the  war  was  declared  on  April 
6.  So  that  what  1  did  was  to  create  the  Emergency  Fleet  Corpora- 
tion out  of  this  original  act  which  provided  for  the  creation  of  these 
corporations. 

Mr.  vSteele.  1  was  directing  your  attention  peculiarly  to  the  war 
powers.    They  came  along  in  June,  did  they  not  ? 

Mr.  Denman.  On  June  15.  I  was  with  the  Congress  for  about  five 
weeks  shaping  up  that  bill. 

Mr.  Steele.  That  act  was  passed  on  Jime  15,  and  you  severed 
your  connection  with  the  board  on  the  24th  of  July  following. 

Mr.  Denman.  Yes,  sir;  I  got  no  powers  under  the  act  until  the  11th 
of  July. 

Mr.  Steele.  So  that  so  far  as  your  official  connection  with  the 
administration  of  that  act  is  concerned  it  was  confined  to  a  period  of 
about  two  weeks  ? 

Mr.  Denman.  That  is  correct. 

Mr.  Steele.  On  yesterday,  Mr.  Denman,  in  the  course  of  your 
testimony  you  referred  to  tlie  very  familiar  maxim,  '^Oh  that  mine 
enemy  would  write  a  book."  Will  you  tell  us  who  the  enemy  was 
and  what  was  the  title  of  his  book? 

Mr.  Denman.  I  was  referring  to  my  own  statement,  in  which  I 
unfortunately  used  the  phrase  that  Mr.  Kelley  promptly  seized  upon. 
I  was  not  referring  to  anybody  else. 

Mr.  Steele.  The  impression  on  the  minds  of  some  people  was  that 
you  were  referring  to  other  people. 

Mr.  Denman.  No;  and  the  fact  is  I  never  saw  the  book  you 
evidently  have  reference,  to  until  this  morning. 

Mr.  Steele.  The  impression  on  some  peoples'  minds  was  that  you 
were  refening  to  that  book. 

Mr.  Denman.  To  make  that  clear  let  me  say  that  the  gentleman 
I  am  speaking  of,  Mr.  Hurley,  I  have  had  most  delightful  and  ^amicable 
relations  with.  I  have  had  no  break  with  Mr.  Hurley,  and  admire 
him  greatly.    He  did  not  take  my  policies,  it  is  true,  but  

Mr.  Steele  (interposing).  Well,  I  merely  wanted  to  correct  that. 

Mr.  Denman.  Well,  I  am  glad  you  did.  I  was  my  own  enemy  in 
that  case,  Mr.  Steele. 

Mr.  Steele.  That  is  all. 

Mr.  Foster.  You  were  the  author  of  that  book  to  which  you 
referred  on  yesterday  ? 

Mr.  Denman.  Yes,  sir.    I  meant  my  prepared  statement. 

The  Chairman.  Mr.  Hadley,  have  you  any  questions  ? 

Mr.  Hadley.  A  few.  Mr.  Denman,  you  referred  to  the  record 
this  morning  for  a  statement  with  regard  to  the  board's  policy  that 
you  wished  to  have  executed  with  reference  to  Diesels.  Were  those 
the  minutes  of  the  Emergency  Fleet  Corporation  or  of  the  Shipping 
Board  ? 

Mr.   Denman.  They  were  Shipping  Board  minutes.  General 
Manager  Goethals  and  the  Shipping  Board  were  in  conference. 
Mr.  Hadley.  They  were  on  the  19th  of  July? 
Mr.  Denman.  Yes. 

Mr.  Hadley.  And  you  resigned  on  the  24th  of  July  ? 
Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  At  the  time  that  you  made  that  statement  that 
appears  in  the  minutes  of  the  Shipping  Board  I  infer  from  your 
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earlier  testimony  that  you  had  no  knowledge  that  you  were  likeiy 
to  resim. 

Mr.  Denman.  That  is  correct. 

Mr.  Hadley.  That  information  came  to  you  later. 

Mr.  Denman.  It  came  to  me  about  an  hour  before  I  resigned. 

Mr.  Hadley.  So  that  this  minute  was  made  in  the  ordinary  course 
of  business  and  in  anticipation  of  proceeding  regularly  throughout  a 
continuing  administration. 

Mr.  Denman.  Yes. 

Mr.  Hadley.  The  act  of  September,  1916,  under  which  the  Emer- 
gency Fleet  Corporation  was  organized  of  course  had  not  in  contem- 
plation the  exercise  of  any  war  powers.  That  was  for  commercial 
ship  construction  and  commercial  purposes,  was  it  not? 

Mr.  Denman.  No;  there  was  a  very  large  group  of  provisions  of  a 
war  nature  in  that  act.    That  act  was  

Mr.  Hadley  (interposing).  I  was  referring  to  the  section  of  the 
act  which  dealt  with  the  organization  of  corporations. 

Mr.  Denman.  No  ;  the  organization  of  corporations  was  contem- 
plated for  commercial  activity. 

Mr.  Hadley.  And  it  was  provided  that  one  or  more  corporation3 
might  be  formed  as  in  the  judgment  of  the  board  might  be  thought 
necessary  and  proper? 

Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  As  a  matter  of  fact  one  was  organized  and  only 
one;  there  never  has  been  but  one  organized,  has  there? 

Mr.  I)enman.  That  is  correct.    1  wanted  another. 

Mr.  Hadley.  And  that  was  organized  for  the  purpose  of  prosecut- 
ing construction  work. 

Mr.  Denman.  Emergency  construction  work,  as  it  was  called. 
But  we  hoped  to  go  ahead  in  the  emergency  and  make  the  ships  of  as 
permanent  type  as  we  could. 

Mr.  Hadley.  And  the  board  was  organized  in  January,  some 
three  months  before  we  entered  the  war. 

Mr.  Denman.  Some  two  months. 

Mr.  Hadley.  The  corporation  was  organized  a  short  time  after 
we  entered  the  war,  10  days  or  such  a  matter,  was  it  not? 
Mr.  Denman.  Yes. 

Mr.  Hadley.  But  the  emergency  shipping  act  referred  to  by  Mr. 
Steele  a  moment  ago  was  passed  in  June. 
Mr.  Denman.  Yes. 

Mr.  Hadley.  Did  the  act  which  you  had  reference  to  in  your 
answer  do  more  than  provide  an  emergency  shipping  fund  for  ship 
construction  during  the  war  ? 

Mr.  Denman.  Yes;  that  act  provided  for  powers  for  construction 
and  particularly  for  powers  which  I  sought  throughout  the  month 
of  May  to  control  the  building  of  nonwar  steel  structures,  high 
buildings,  and  bridges;  the  act  gave  the  President  power  to  place  a 
preferential  order  that  would  cut  out  nonwar  construction  and  con- 
centrate the  steel  producers  on  war  material. 

Mr.  Hadley.  The  crux  of  that  was  this,  was  it  not:  To  confer 
upon  the  President  the  power  to  construct  ships  and  appropriated 
a  given  sum  of  money  for  that  purpose;  that  is  correct,  is  it? 

Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  And  it  also  conferred  upon  him  the  power  to  do  it 
through  such  agency  or  agencies  as  he  might  determine  ? 
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Mr.  Denman.  That  is  correct. 

Mr.  Hadley.  And  he  did  determine  upon  the  Shipping  Board. 
Mr.  Denman.  Yes;  for  operation. 

Mr.  Hadley.  And  delegated  the  power  to  the  board  

Mr.  Denman.  (interposing).  Construction  went  to  the  Emergency 
Fleet  Corporation. 

Mr.  Hadley.  Well,  in  saying  the  board,  the  Emergency  Fleet 
Corporation  is  an  arm  of  the  board;  although  independent,  it  really 
is  its  own  creator. 

Mr.  Denman.  It  was  at  the  time  of  the  creation;  but  I  believe,. 
Mr.  Hadley,  that  the  devolution  of  the  power  from  the  President  tO" 
the  corporation  passed  entirely  by  and  not  through  the  Shipping^ 
Board,  and  the  only  way  the  Shipping  Board  became  interested  was 
indirectly,  in  that  the  members  of  the  Shipping  Board  were  mem- 
bers of  the  corporation.  I  think  that  is  the  legal  effect  of  the  act 
of  Jime  15,  1917. 

Mr.  Hadley.  At  the  time  the  President  conferred  these  powers 
upon  the  Emergency  Fleet  Corporation  did  he  accompany  that  with 
any  specific  directions,  or  did  he  simply  leave  it  with  the  board  and 
the  Emergency  Fleet  Corporation  to  execute  the  power  in  their  own 
way  without  any  presidential  direction  ? 

Mr.  Denman.  There  was  no  direction  from  the  President  other 
than  as  contained  in  the  order.  But  the  President  had  been  in 
discussion  with  Gen.  Goethals  and  myself  regarding  the  prospect 
for  getting  a  large  quantity  of  vessels.  As  to  the  division  of  author- 
ity, the  order  he  gave  clearly  determined  that. 

Mr.  Hadley.  The  order  itself  passed  the  authority  for  construction 
to  the  Emergency  Fleet  Corporation  ? 

Mr.  Denman.  To  the  Emergency  Fleet  Corporation,  and  for  opera- 
tion to  the  Shipping  Board. 

Mr.  Hadley.  Then  it  developed  in  this  statement  that  this  divi- 
sion of  authority  was  not  one  instituted  by  yourself  but  by  the  Presi- 
dent through  you. 

Mr.  Denman.  Well,  I  submitted  the  draft  of  the  order  to  him.  . 

Mr.  Hadley.  Yes,  I  appreciate  that;  but  the  President  really 
determined  that  policy. 

Mr.  Denman.  Yes, 

Mr.  Hadley.  And  in  all  that  procedure  afterwards  it  was  the  result 
of  that  policy  of  segregation  of  authority. 

Mr.  Denman.  No;  all  that  proceeding  afterwards  in  my  opinion^ 
or  not  all  but  a  very  considerable  portion  of  the  difficulty  that  oc- 
curred afterwards,  arose  from  not  following  the  President's  order. 

Mr.  Hadley.  Well,  I  meant  to  say  that  the  outstanding  authority 
under  which  presumably  things  would  occur  was  in  pursuance  of  that 
division  of  authority  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  Whether  it  was  followed  or  not  is  another  matter. 
Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  Then,  as  far  as  this  committee  is  concerned,  in  meas- 
uring the  regularity  of  what  was  done,  that,  after  all,  has  to  be  meas- 
ured by  the  terms  and  stipulations  of  the  by-laws  and  minuted  of  the 
Emergency  Fleet  Corporation,  when  we  are  referring  to  the  manu- 
facture of  ships. 

Mr.  Denman.  That  is  correct. 
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Mr.  Hadley.  And  as  to  repairs  and  operations  we  would  refer  to 
the  minutes  and  proceedings  of  the  Shipping  Board. 

Mr.  Denman.  You  would,  if  it  had  been  followed. 

Mr.  Hadley.  As  to  whether  it  was  followed  after  you  left  the  board 
you  are  not  personally  familiar  ? 

Mr.  Denman.  Only  by  the  statements  of  the  members  of  the  board. 

Mr.  Hadley.  Under  the  by-laws  of  the  Emergency  Fleet  Cor- 
poration was  this  delegation  of  authority  to  Gen.  Goethals,  to  which 
you  referred  in  the  early  part  of  your  testimony,  such  authority? 

Mr.  Denman.  Yes. 

Mr.  Hadley.  Was  it  in  the  by-laws  or  in  the  minutes  by  resolution  ? 

Mr.  Denman.  My  recollection  is  that  Gen.  Goethals  was,  or  rather, 
the  position  of  general  manager  was  created  in  the  by-laws  them- 
selves. 

Mr.  Hadley.  And  the  resolution  providing  for  the  selection  of 
•Gen.  Goethals  established  the  matter  of  the  board's  action,  in  pur- 
suance of  the  by-laws. 

Mr.  Denman.  Yes. 

Mr.  Hadley.  But  if  I  understand  you,  this  scheme  of  organization, 
^fter  the  selection  of  Gen.  Goethals,  it  would  not  be  within  your 
province  under  the  by-laws  to  interfere  in  any  way  with  his  manage- 
ment of  the  affairs  of  the  Emergency  Fleet  Corporation. 

Mr.  Denman.  No;  except  that  as  the  general  manager  would  be 
under  the  direction  of  the  board  of  directors,  and  acting  as  president  of 
that  body  the  discussions  of  the  directors  I  would  participate  in.  But 
the  understanding  of  all  of  us  and  every  one,  from  the  President  him- 
self down,  beginning  when  he  sent  for  Gen.  Goethals  or  wrote  for  him 
to  report  to  us,  was  with  the  understanding  that  he  was  to  have  con- 
trol as  he  had  had  on  the  canal,  for  details  of  construction.  You  will 
recall  that  the  canal  was  designed  by  the  engineers  and  then  carried 
out  by  Gen.  Goethals,  and  it  was  that  concept  here.  You  can  not 
understand  it  without  picturing  him  in  his  prior  accomplishment. 

Mr.  Hadley.  Such  conception  would  be  specified  in  the  by-laws  of 
the  Emergency  Fleet  Corporation. 

I^Ir.  Denman.  Yes,  sir.  There  was  an  executive  committee  in  the 
Fleet  Corporation  that  Gen.  Goethals  was  on,  and  that  was  Gen. 
Goethals;  in  fact,  the  executive  committee  was  really  Gen.  Goethals 
himself. 

Mr.  Hadley.  Referring  to  another  feature  of  your  testimony:  You 
classified  the  recognized  forms  of  contract  for  ship  construction,  and  I 
think  you  named  three;  was  that  correct? 

Mr.  Denman.  Four. 

Mr.  Hadley.  The  lump-sum  contract,  the  fixed  sum  plus  a  fixed 
fee,  and  the  contract  plus  percentage,  and  what  was  the  fourth  ? 

Mr.  Denman.  The  lump  sum  was  variable  as  to  certain  items.  So 
that  if  a  ship  was  to  cost  $1,000,000,  and  the  steel  plate  was  estimated 
At  2J  cents  a  pound,  and  yet  the  plate  actually  cost  3  cents  or  3^ 
cents,  the  Emergency  Fleet  Corporation  would  be  compelled  to  absorb 
the  difference  between  2^  cents  named  in  the  contract,  the  tentative 
price,  and  the  3  cents  or  3 J  cents  actually  paid  for  the  plate. 

I  do  not  know  whether  I  did  say  on  yesterday  or  not  that  Judge 
•Gary,  after  the  controversy  over  the  price  of  steel  plate,  offered  us  all 
we  wanted  at  3  cents  a  pound. 
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Mr.  Hadley.  Am  I  correct  in  understanding  from  your  testimony" 
that  the  board  at  no  time  during  your  incumbency  adopted  the  plan 
of  cost  plus  a  percentage  ? 

Mr.  Denman.'  That  is  correct. 

Mr.  Hadley.  That  is,  cost  plus  a  percentage  on  the  cost. 
Mr.  Denman.  That  was  not  adopted. 

Mr.  Hadley.  Were  any  contracts  executed  during  your  incima- 
bency  that  so  provided  ? 

Mr.  Denman.  My  recollection  is  that  none  was  executed  of  that 
character. 

Mr.  Hadley.  Do  you  recall  the  occasion  when  a  delegation  of  con- 
tractors, or  intending  contractors,  from  the  three  Pacific  Coast  States- 
came  to  Washington  to  take  up  with  the  board  the  question  of  an 
alleged  discrimination  against  the  Pacific  coast  builders,  wherein  it 
was  claimed  that  an  order  or  an  edict  of  some  kind  had  been  issued  to 
the  effect  that  the  cost  plus  a  percentage  plan  would  be  applied  in  the 
East,  but  not  on  the  Pacific  coast,  and  that  the  lump-sum  contract 
was  to  obtain  out  there,  and  that  only?  Do  you  recall  an  occasion 
of  that  kind  arising  while  you  were  on  the  board  ? 

Mr.  Denman.  I  think  I  do.  There  were  many  delegations;  the^ 
fa;Ct  is  that  Washington  was  swamped  with  delegations,  but  I  remem- 
ber a  statement  about  disci  imination,  but  whether  it  was  between 
the  two  coasts  or  between  the  coast  and  some  certain  contractors 
in  other  places  I  do  not  recall.  But  as  I  recollect  it  I  told  the  spokes- 
man of  tnat  group,  or  some  member  of  that  group,  to  take  the  matter 
up  with  Gen.  Goethals,  and  I  think  it  was  adjusted  at  the  time. 

Mr.  Hadley.  I  think  that  is  true,  but  I  was  seeking  to  ascertain 
what  the  fact  was — as  to  whether  that  was  an  actual  order  that  had 
gone  into  effect  or  a  plan  that  was  contemplated  and  abandoned. 

Mr.  Denman.  I  think  not.  I  know  that  Gen.  Goethals  was  always 
strongly  against  the  idea  of  permitting  a  contractor  to  think  that  he 
could  be  easy  in  construction  and  lax  in  administration,  so  that 
there  would  be  a  building  up  of  costs  which  would  build  up  his  profits. 

Mr.  Hadley.  As  a  matter  of  fact,  that  plan  was  adopted  later  and 
applied  in  the  course  of  ship  construction,  was  it  not  ? 

Mr.  Denman.  I  only  know  that  by  hearsay.  The  general  under- 
standing of  the  street  is  that  there  were  two  or  three  contracts  of 
that  character  let. 

Mr.  Hadley.  Who  determined  the  kind  of  contract  that  should 
be  made  during  your  administration  ? 

Mr.  Denman.  The  Emergency  Fleet  Corporation's  manager.  It 
was  a  part  of  their  functions. 

Mr.  Hadley.  In  the  determination  of  that  was  it  left  entirely  to 
the  general  manager  or  did  the  board  of  directors  and  you  as  president 
of  the  organization  have  a  consulting  status  regarding  the  character 
of  contract  ? 

Mr.  Denman.  No  

Mr.  Hadley  (continuing).  I  do  not  mean  a  specific  or  individual 
contract  but  the  general  policy  under  which  contracts  were  to  be 
made. 

Mr.  Denman.  I  think  you  will  find  in  the  records  of  the  board  a 
memorandum  or  a  series  of  memoranda  exchanged  between  Gen. 
Goethals  and  myself  regarding  the  method  of  compensating  con- 
tractors.   My  memory  is  not  clear  regarding  that,  but  sometimes 


Digitized  by 


SHIPPING  BOARD  OPERATIONS. 


3269 


there  would  be  a  memorandum  exchanged,  and  sometimes  we  would 
meet  and  discuss  the  matter. 

Mr.  Hadley.  Did  you  have  under  consideration,  among  other 
plans,  the  question  of  cost  plus  a  fixed  percentage  ? 

Mr.  Denman.  Yes.  A  great  many  men  would  say:  We  do  not 
want  to  go  into  the  building  of  ships.  We  have  two  ships  that  we 
can  build,  but  we  do  not  want  to  build  ten  or  twenty,  because  it  is 
rishing  our  capital  under  adverse  conditions.  Some  of  them  were 
very  patriotic  and  were  willing  and  anxious  to  do  all  they  could,  but 
different  men  urged  that  if  they  were  going  to  take  this  risk  they 
ought  to  have  a  corresponding  gain ;  that  in  event  they  had  difficulties 
to  arise  in  securing  materials,  at  a  higher  price,  or  difficulties  in 
looking  around  to  nnd  labor,  and  more  particularly  administrators, 
because  that  was  where  the  weakness  was  in  the  building  of  ships; 
to  get  men  to  take  those  plants  and  lick  them  into  shape,  or  to  get 
draftsmen  and  specialists  that  were  necessary,  they  thought  they 
ought  to  have  something  more.  That  did  not  appeal  to  us.  We 
felt  that  in  war  time  that  if  a  fellow  had  patriotic  energy,  a  fixed  fee 
was  enough  to  pay  him  for  it. 

Mr.  Hadley.  What  in  your  opinion  is  the  difference  between  that 
kind  of  contract  and  one  with  a  fixed  fee,  as  to  probable  cost  ? 

Mr.  Denman.  The  fiLxed  fee  contract  gave  no  pecuniary  temptation 
to  the  contractor  to  expand  cost.  The  percentage  system  over  the 
entire  cost  of  course  had  a  direct  pecuniary  inducement  in  it  to  permit 
the  men  to  loaf  on  the  job,  make  a  wasteful  use  of  materials,  and 
increase  the  cost  of  construction. 

Now,  the  Navy  had  pursued  the  percentage  policv  in  a  very  large 
number  of  these  contracts.  On  the  other  hand,  they  had  a  long- 
developed  group  of  skilled  inspectors  and  administrators,  that  in 
many  cases  practically  took  charge  of  plants  and  kept  them  within 
bounds,  or  attempted  to  do  so — and  when  I  say  "kept''  of  course 
that  I  do  not  know — but  they  attempted  to  keep  them  within  bounds 
as  to  expansion  of  cost  of  plants  that  might  otherwise  have  been  un- 
limited if  the  contractor  decided  to  make  money  and  nothing  else. 

Mr.  Hadley.  Whereas  in  the  administration  of  the  board  and  the 
Emergency  Fleet  Corporation  you  found  much  difficulty,  did  you  not, 
in  getting  men  of  experience,  or  any  experience  at  all  m  the  require- 
ments of  inspection  and  administration? 

Mr.  Denman.  As  a  matter  of  fact,  so  far  as  the  type  was  concerned, 
a  large  percentage  of  them  were  nonexistent.  They  had  to  be  created, 
they  had  to  be  taken  from  other  classes  of  manufacture  and  made 
ship  manufacturers. 

Mr.  Hadley.  There  were  very  few  facilities  for  shipbuilding  at  all 
in  the  shipbuilding  sections  as  they  were  afterwards  developed  ? 

Mr.  Denman.  T^at  is  true. 

Mr.  Hadley.  On  which  coast  did  the  greater  facilities  exist? 

Mr.  Denman.  At  the  beginning  of  the  war  the  greater  facilities 
existed  on  the  Atlantic  coast.  At  the  height  of  the  construction  the 
Pacific  coast  built,  not  comparativelv  but  in  the  gross  more  vessels. 

Mr.  Hadley.  Isn't  it  a  fact  that  the  Pacific  coast  built  more  than 
50  per  cent  of  the  tonnage  that  was  delivered  during  the  combat 
period  ? 

Mr.  Denman.  It  was  so  announced.  The  climate  there  permits 
construction  in  summer  and  in  winter.    With  climate  such  as  we 
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have  on  the  Pacific  coast  in  the  summer  there  is  no  heat  and  men  are 
not  ducking  in  out  of  the  sim  when  working  on  the  hulls,  and  in  the 
winter  time  there  is  no  intense  cold  so  that  men  are  seeking  to  go  to 
fires  when  riveting. 

Mr.  Hadley.  Deliveries  began  earlier  on  the  Pacific  coast  than 
on  the  Atlantic,  did  they  not  ? 

Mr.  Denman.  I  do  not  know  about  the  case  of  single  ships,  but  I 
think  the  mass  of  tonnage  began  earlier. 

Mr.  Hadley.  Do  you  Know  why  that  was? 

Mr.  Denman.  You  know  the  shy  attitude  that  we  Pacific  Coasters 
have  about  introducing  the  subject  of  our  climate.  My  impression 
is  that  it  was  due  to  the  superior  activities  of  the  men  who  came 
within  the  beneficent  range  oi  our  climatic  conditions. 

Mr.  Hadley.  I  was  led  to  ask  that  question  by  reason  of  observa- 
tions I  had  made.  I  notice  that  near  the  end  of  November,  1917, 
the  first  steel  ship  was  ready  to  launch  the  next  day  in  Seattle,  named 
City  of  Seattle  as  I  recall.  At  Hog  Island  yard,  which  I  visited,  with 
the  Committee  on  Merchant  Marine  and  Fisheries  on  the  23d  of  May, 
1918,  six  months  later,  I  think  there  were  nearly  50  keels  laid,  but 
only  two  ships  partially  underway  above  the  keels,  as  I  recall. 

Mr.  Denman.  Keel-laying  was  a  great  trick,  you  know.  I  do  not 
use  the  word  trick offensively;  but  there  was  a  provision  in  the 
contract,  as  I  recall  it,  that  a  certain  amount  of  the  payment  would 
come  on  the  laying  of  the  keel — and  I  am  not  thinking  of  Hog  Island 
now,  particularly — but  they  got  those  keels  laid  with  most  extraor- 
dinary dispatch,  and  then  the  other  materials  would  be  assembled 
and  the  progress  of  the  ship  would  be  more  deliberate.  The  real 
test  of  a  yard  was  the  mass  of  tonnage  delivered  in  a  given  time; 
tons  per  week,  was  the  real  determining  factor  in  regard  to  a  plant's 
output. 

Mr.  Hadley.  The  same  general  condition  existed  largely  upon  the 
Deleware,  at  that  time,  as  I  remember.  That  is,  that  much  progress 
was  being  made  in  the  way  of  preliminary  work,  but  that  very  little 
progress  was  being  made  in  the  way  of  completed  ships.  We  visited 
158  ways. 

Mr.  Denman.  You  will  remember  that  the  figures  that  Gen. 
Goethals  gave  me  as  to  the  cost  of  Hog  Island,  an  outline  of  which  I 
was  seeking  for  the  Congress  in  that  week  before  we  resigned,  showed 
a  total  estimated  cost,  of,  in  the  neighborhood,  $22,000,000.  The 
yard  cost  in  fact,  according  to  the  records  of  the  board,  upward  of 
$60,000,000.  What  happened  between  the  tim6  of  my  resignation 
and  the  time  of  your  visit  was  described  in  the  report  I  think  of  the 
Department  of  Justice  as  "an  organized  riot^' — that  was  not  a 
sympathetic  report.  The  project  was  an  enormous  one.  It  did  not 
get  under  way  until  the  ground  began  to  freeze,  and  they  had  to  steam 
the  ground  out  to  get  the  piles  in  in  many  cases;  and  then  it  was  so 
huge  that  the  mass  of  persons  engaged  in  the  work  were  very  difficult 
to  organize  for  efficient  operation. 

I  think  a  more  interesting  comparison  would  be  what  individual 
yards  did  in  the  east  as  against  individual  yards  in  the  west  with  a 
similar  start.  And  there  is  no  question  about  the  situation — that 
the  cold  weather  in  the  east,  the  freezing,  not  only  pulled  back  the 
energies  of  the  laborers,  but  it  actually  had  an  effect  on  the  construc- 
of  the  ships;  the  variations  of  temperature  arising  in  the  eastern  • 
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shipyards  between  the  tune  of  the  laying  of  the  keel  and  the  finishing 
of  the  vessel,  the  expansion  and  contraction  of  different  portions  of 
the  ship,  making  an  appreciable  addition  to  the  cost,  in  refitting 
rivets  and  readjusting  frames,  beams,  and  plates. 

I  remember  that  the  foreman  of  the  Harlan  &  Wolff  ^ards  called 
on  me  in  the  month  of  June  and  figured  a  percentage,  which  I  believe 
was  4,  on  the  heat  and  cold  expansion  and  contraction  of  steel 
members,  in  favor  of  construction  in  the  temperate  climate  of  the 
Pacific  coast  against  the  more  difficult  climates  of  countries  like 
Denmark  and  Norway  and  territories  where  there  is  severe  winter 
frost.  It  was  a  very  interesting  comparison  that  he  had  made,  and 
he  had  worked  it  out  and  was  going  back  to  Lord  Pirrie's  company 
with  certain  recommendations  to  establish  British  yards  on  the 
Pacific  coast  of  the  United  States. 

Mr.  Hadley.  Did  you  have  under  consideration  the  building  of 
concrete  ships  during  your  administration  ? 

Mr.  Den  man.  The  first  discussion  of  concrete  ships  came  up  in  my 
time.  It  was  first  looked  on  as  a  joke,  and  then  more  and  more 
■definite  plans  developed,  and  it  had  received  serious  discussion  when 
we  left. 

Mr.  Hadley.  Were  you  favorably  disposed  toward  the  construc- 
tion of  ships  of  concrete  ? 

Mr.  Denman.  I  should  have  tried  it,  because  in  doing  that  you 
disturb  practically  no  steel  vessels — in  both  wood  and  concrete — 
papier-mfi,ch6  and  tin,  too,  as  far  as  that  is  concerned,  if  a  good 
scientific  prognosis  were  made  and  it  would  not  interfere  with  steel, 
I  think  we  would  have  tried  it  out,  provided  it  did  not  require  too 
large  an  original  expenditure.  The  original  experiment  with  con- 
crete was  comparatively  smaU  in  cost. 

Mr.  Hadley.  Had  the  Faith  been  constructed  ? 

Mr.  Denman.  No;  I  think  the  Faith  was  launched  in  the  spring 
of  1918,  while  I  was  in  Washington.    I  may  be  wrong  about  that*. 

Mr.  Hadley.  So  if  you  had  proceeded  it  would  have  been  purely 
upon  an  experimental  basis,  without  any  practical  knowledge  of  the 
practicability  of  concrete  ships  ? 

Mr.  Denman.  No;  I  think  there  had  been  some  little  building  of 
concrete  ships  at  the  time — perhaps  a  concrete  barge  or  two  on  the 
Mississippi  liiver. 

Mr.  Hadley.  But  there  has  been  no  ocean-going  freighter  in 
service  ? 

Mr.  Denman.  No.  I  understand  that  there  are  now  two  concrete 
oil  tankers  on  the  Gulf  that  are  rendering  admirable  service.  There 
was  a  very  serious  question  as  to  whether  they  would  carry  oil, 
whether  the  oil  would  not  disintegrate  the  concrete  or  the  bond  of 
concrete  and  steel.    But  it  seems  to  be  all  right. 

Mr.  Hadley.  That  is  all. 

The  Chairman.  Mr.  Connally,  do  you  want  to  ask  any  further 
questions  ?  v 

Mr.  Connally.  I  want  to  ask  Mr.  Denman  one  or  two  questions 
along  the  line  that  Mr.  Steele  asked  him  a  while  ago,  as  to  whether 
he  was  testifying  along  the  line  of  general  knowledge  rather  than 
first-hand  information  ? 

Mr.  Denman,  you  said  on  yesterday  that  Mr.  Rosseter's  time, 
after  he  reached  Washington,  was  spent  in  straightening  out  matters 
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of  accounting  rather  than  in  operation.  As  a  matter  of  fact,  that 
was  subsequent  to  your  direct  connection  with  the  board? 

Mr.  Denman.  Yes;  and  in  regard  to  that  statement  I  did  not  mean 
to  say  that  his  entire  time  was  so  taken  up.  I  say  that  his  con- 
structive energies  were  hampered  by  the  difficulties  of  accounting 
and  the  establishment  of  managerial  control  over  those  agencies. 

Mr.  CoNNALLY.  The  point  I  want  to  direct  your  attention  to  is, 
whatever  information  you  have  on  that  is  second  hand  information,, 
is  merely  hearsay  ?  You  were  not  here  and  were  not  connected  with 
the  Shipping  Board  then  ? 

Mr.  Denman.  I  was  neither  here  all  of  them  nor  connected  with 
the  Shipping  Board.  All  information  I  have  given  you  concerning 
what  other  people  did  in  my  own  time  or  any  other  time  is  what 
they  told  me  and  what  I  saw  in  the  reports,  as  is  the  case  of  all  the 
information  in  practically  all  of  the  testimony  here  along  that  line, 
I  assume.  There  is  no  man  who  can  come  to  you  and  testify  as  to 
policy  who  is  not  obliged  to  take  the  whole  field  as  it  lies  and  depend 
on  reports  of  other  officers  as  to  some  of  it. 

Mr.  CoNNALLY.  The  point  is  that  you  were  in  San  Francisco  the 
most  of  the  time  and  Mr.  Rosseter  was  here  in  Washington,  and 
what  you  know  of  the  actual  doings  of  Mr.  Rosseter  were  not  gained 
by  yourself. 

Mr.  Denman.  I  was  not  in  the  Shipping  Board  side  with  him,  no, 
sir.  But  I  do  know  that  energetic  and  powerful  men  have  only  so 
much  energy  to  go  on,  that  there  is  a  limit  to  the  best  of  them.  They 
function  to  a  certain  point  and  quit. 

Mr.  CoNNALLY.  Certainly. 

Mr.  Denman.  And  if  a  man  has  got  to  spend  his  time  correcting 
past  mistakes,  as  quite  likely,  they  had  to  correct  those  of  my  ad- 
ministration, there  is  a  limit  to  the  other  things  he  can  do. 

Mr.  CoNNALLY.  There  is  no  controversy  about  that,  but  I  just 
want  to  get  the  weight  to  be  attached  to  your  testimony  by  getting 
the  source  of  your  information.  You  also  made  some  statements 
about  if  we  could  get  the  President  to  consent  to  open  up  the  question 
of  secret  conferences,  etc.,  we  might  secure  the  reason  lor  your  being 
requested  to  resign. 

Mr.  Denman.  I  said  the  influences  which  led  up  to  it. 

Mr.  CoNNALLY.  You  received  a  letter  from  the  President  which 
caused  your  resignation,  did  you  not  ? 

Mr.  Denman.  Yes;  and  that  was  published. 

Mr.  Connally.  And  that  was  what  you  acted  on  ? 

Mr.  Denman.  Yes,  sir. 

Mr.  Connally.  You  accepted  that  as  the  cause  of  your  resignation  ? 
Mr.  Denman.  No. 

Mr.  Connally.  You  accepted  that  as  an  expression  of  the  reason 
why  you  resigned ;  as  the  expression  of  the  reason  ? 
Mr.  Denman.  An  expression. 

Mr.  Connally.  Then  you  think  there  were  other  and  secret  influ- 
ences that  were  not  expressed  in  that  letter  ? 

Mr.  Denman.  In  the  creation  of  the  opinion  of  an  administration 
that  the  public  and  individuals  have,  there  is  an  accumulation  of 
impulses  and  impressions.  I  presume  I  have  gathered  about  as 
complete  an  aggregation  of  diverse  influences  as  an  administrator 
could.    I  wanted  to  open  the  St.  Lawrence  Channel  before  we  got  into 
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the  war  and  certain  railroad  men  and  New  Yorkers  did  not  like  it.  I 
wanted  lower  freights  and  certain  shipping  men  did  not  like  it. 
Lower  steel  made  enemies,  as  did  Diesels,  the  St,  Lawrence,  etc. 

Mr.  CoNNALLY  (interposing).  Let  us  not  get  off  onto  the  St.  Law- 
rence.   That  is  a  little  far  away  from  this  committee. 

Mr.  Denman.  If  we  axe  to  judge  the  act  of  the  dismissal  of  an 
administrator  we  have  to  take  into  consideration  his  public  availa- 
bility and,  if  he  is  right  or  not,  whether  he  has  ceased  to  be  useful; 
because  with  an  accumulation  of  adverse  comment  on  him  you  might 
be  justified  in  removing  him,  although  you  would  resolve  each  one  of 
the  controversies  in  his  favor. 

Mr.  CoNNALLY.  Certainly.  And  you  will  recall  that  I  asked  you 
the  other  day  if  you  and  Gen.  Goethals  both  simultaneously  resigned, 
and  if  naturally  in  that  case  the  question  would  not  arise  if  it  was  not 
a  matter  between  you.  But  you  did  not  accept  the  statement  in 
the  letter  of  the  President  as  being  the  reason ;  you  think  there  was 
something  behind  it  ? 

Mr.  Denman.  I  would  like  to  make  a  statement  in  regard  to  that. 

Mr.  CoNNALLY.  I  ask  you  whether  you  did  accept  it  or  not. 

Mr.  Denman.  My  impression  is  that  the  President  had  received 
innumerable  complaints  about  the  different  matters  as  to  which  I  had 
disagreements  of  policy;  like  the  St.  Lawrence  matter,  as  to  which 
the  railroad  men  were  not  pleased;  and  with  the  accumulation  of 
those  things  in  his  mind,  including  this  matter  I  referred  to  this  morn- 
ing, it  led  him  to  believe  I  was  not  available. 

Mr.  CoNNALLY.  It  was  all  a  myth  about  the  difference  of  opinion 
between  you  and  Gen.  Goethals  on  the  policy  of  the  board  ? 

Mr.  Denman.  On  wooden  ships;  yes,  sir. 

Mr.  Conn  ALLY.  What  was  the  difference  between  you  and  Gen. 
Goethals  ? 

Mr.  Denman.  We  are  entirely  agreed  on  the  Diesels. 

Mr.  CoNNALLY.  I  did  not  ask  you  about  Diesels.  I  am  satisfied 
you  convinced  him  about  Diesels.  But  what  was  the  difference 
between  you  and  Gen.  Goethals  which,  perhaps,  resulted  in  the  resig- 
nation of  both  of  you  ? 

Mr.  Denman.  I  think  the  thing  that  focused  public  attention  at 
that  time  was  Hog  Island. 

*Mr.  CoNNALLY.  In  what  respect  ?  Were  you  in  favor  of  Hog  Island 
and  he  against  it,  or  you  against  it  and  he  for  it  ? 

Mr.  Denman.  Both  of  us  were  strongly  in  favor  of  building  a 
fabricating  steel  plant. 

Mr.  CoNNALLY.  There  was  no  point  of  difference  between  you 
there. 

Mr.  Denman.  No.  I  was  in  favor  of  having  a  very  fuU  and 
complete  statement  of  the  anticipated  cost,  and  very  careful  planning 
as  to  the  anticipated  project,  before  we  got  into  it.  Gen.  Goethals's 
idea,  apparently,  was  to  take  the  services  of  this  group  of  men  in 
New  York  that  had  prepared  for  him  an  outline  of  cost  and  develop 
the  project  as  he  went  along.  And  we  were  discussing  that  matter 
between  us,  and  I  think  the  general — although  it  is  not  for  me  to 
explain  what  was  in  his  mind,  but  my  impression  was  that  Gen. 
Goethals  thought  that  this  was  the  beginning  of  a  series  of  invasions 
on  his  administration  that  would  hamper  his  activities.  And  if  it 
had  been  he  was  right  in  resenting  it,  because  he  should  have  been  in 
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charge  of  the  job  and  we  should  not  have  interfered.  Now,  it  was 
not  our  intention  to  do  that.  That  was  pending,  and  while  it  was 
pending  the  papers  were  filled,  from  one  end  of  the  country  to  the 
other,  with  articles  about  ^'the  dispute  between  Gen.  Goethals  and 
Mr.  Denman*  and  Mr.  Denman  desiring  to  build  wooden  ships  and 
Gen.  Goethals  desiring  to  build  steel  ships,  and  wood  being  the 
character  of  Mr.  Denman's  head  and  steel  being  the  character  of 
Gen.  GoethaFs  resolution.'^  That  was  the  picture  in  the  press  at 
the  time. 

Mr.  CoNNALLY.  Yes;  we  recall  it.  Now,  how  far  did  this  difference 
between  you  and  Gen.  Goethals  proceed  ?  You  wanted  an  estimate 
of  cost  and  such  an  estimate  was  made  out,  wasn't  it?  And  didn't 
you  refer  to  it  in  your  testimony  as  $22,000,000  ? 

Mr.  Denman.  Yes;  and  it  reached  me  on  the  day  or  the  day  before 
we  resigned. 

Mr.  CoNNALLY.  The  estimate  ? 

Mr.  Denman.  Yes. 

Mr.  CoNNALLY.  So  then  there  was  no  trouble  about  that,  because 
you  had  your  way  about  that  ?  Gen.  Geothals  did  not  object  to  this, 
did  he  ?  I  just  want  to  press  this  controversy  matter  enough  to  see 
how  it  eventuated. 

Mr.  Denman.  That  was  all.  I  never  had  any  feelings  that  the 
Hog  Island  dispute  would  not  be  resolved  and  resolved  amicably; 
that  all  the  alleged  differences,  if  there  was  a  difference  in  the  general's 
mind  as  between  us,  would  not  be  resolved.  I  have  dealt  with  a  great 
many  men,  not  as  great  as  Gen.  Goethals  but  of  commanding  power, 
and  have  had  no  difficulty  in  contact  of  that  kind. 

Mr.  CoNNALLY.  Well,  really  it  never  came  to  a  controversv  at 
all?  It  was  only  a  difference  of  opinion,  which  did  not  result  in 
hurting  your  feelings,  did  it  ? 

Mr.  Denman.  Gen.  Goethals  was  very  determined  that  we  should 
not  invade  his  power  of  administration.  Now,  there  were  persons 
who  utilized  those  reports  of  differences,  who,  I  am  told,  appealed  to 
the  Council  of  National  Defense,  and  quite  likely  appealed  to  the 
President,  though  I  do  not  know  that,  to  get  rid  of  us,  so  there  would 
be  no  Diesels  and  no  Mr.  Denman  and  no  Gen.  Goethals,  and  a  new 
orowd  would  come  in,  and  with  their  inexperience  things  would  drift 
along  until  they  got  experience. 

Mr.  Steele.  So  they  were  really  after  the  Diesels  ?  That  is  the 
animal  they  were  chasing? 

Mr.  Denman.  No;  I  think  that  was  only  one  of  the  good  many 
things.  My  policies  on  steel  prices,  lower  freight  rates,  the  St. 
Lawrence,  the  control  of  neutrals,  the  abolition  of  the  fugitive 
sailor  law  and  many  other  matters. 

Mr.  Connally.  I  believe  that  is  all. 

Mr.  Steele.  One  or  two  matters  occurred  to  me  during  Mr.  Had- 
ley's  examination.  Was  the  Hog  Island  site  determined  upon  dur- 
ing your  administration,  Mr.  Denman  ? 

Mr.  Denman.  Yes. 

Mr.  Steele.  Was  the  site  selected  by  Gen.  Goethals  ? 
Mr.  Denman.  It  was. 

Mr.  Steele.  When   was   construction   commenced   upon  Hog 
II  and,  do  you  recall  ? 
Mr.  Denman.  I  think  Admiral  Capps  waited  for  several  weeks. 
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I  Mr.  Steele.  Do  you  recall  that  it  was  about  September  when 

actual  work  was  commenced  ?  ' 

Mr.  Denman.  Well,  that  would  be  a  month  or  a  little  over  a 
month. 

Mr.  Steele.  It  required  a  great  deal  of  development  work  before 
he  commenced  construction  of  the  ways  at  Hog  island,  did  it  not  ? 

Mr.  Denman.  It  was  a  marsh,  covered  by  the  tide  at  certain 
periods,  and  with  a  considerable  amount  of  high  land  behind  it^ 
and  preliminary  work  of  piling  and  draining  and  general  marsh 
reclamation  of  course  had  to  be  performed. 

Mr.  Steele.  So  that  the  actual  construction  of  ways  did  not 
commence  until  pretty  late  in  the  winter  ?  ^ 

Mr.  Denman.  1  think  so.  I  think  the  actual  construction  of 
ways,  of  piling,  was  right  in  the  midst  of  frost. 

Mr.  Steele.  You  have  referred  to  the  difference  in  climatic  con- 
ditions between  the  Pacific  coast  and  the  Atlantic  coast.  Do  you 
recall  that  that  winter  in  particular  was  one  of  the  severest  known 
along  the  Atlantic  coast  ? 

Mr.  Denman.  It  was.  I  think  administrators  had  about  as  great 
difficulties  to  overcome  as  could  have  been  overcome.  The  rail- 
roads as  you  recall  were  themselves  perilously  retarded  in  operation 
and  could  not  get  materials  to  the  yard.  The  organized  riot  that 
they  spoke  of  was  partially  organized  by  nature. 

Mr.  Steele.  And  it  led  to  great  difficulty  in  performance  by  labor 
and  in  getting  work  done. 

Mr.  Denman.  And  housing,  too. 
[  Mr.  vSteele.  That  applied  to  all  shipbuilding  plants  along  the 

Delaware  River  at  that  time,  didn't  it  ? 

Mr.  Denman.  It  must  have. 

Mr.  Steele.  And  of  course  that  interfered  very  materially  with 
the  speed  at  which  ships  could  be  constructed  at  that  point. 
Mr.  Denman.  Yes. 

Mr.  Steele.  You  referred  this  morning  to  your  conference  with 
the  British  representatives.  Were  there  any  other  persons  present 
at  that  conference  outside  of  those  you  mentioned  ? 

Mr.  Denman.  There  was  only  one  conference  in  which  all  those 
persons  were  present.  Afterwards  they  broke  up  into  subordinate 
cotomittees,  and,  say,  we  dealt  with  them  from  time  to  time.  We 
would  have  an  appointment  with  Sir  Richard  at  such  and  such  a 
t  time  and  with  Mr.  Cannap  Guthrie,  one  of  their  assistants,  at  another 
time  

Mr.  Steele  (interposing).  Were  any  congressional  representatives 
present  at  that  time  ? 

Mr.  Denman.  No;  and  a  very  interesting  thing  about  that  paper  I 
presented  this  morning  was  that  it  was  prepared  and  handed  me  by 
the  State  Department  without  our  collaborating  in  its  preparation,, 
although  it  outlined  the  activities  we  were  to  engage  in  as  conferees. 

Mr.  Steele.  Well,  did  you  hold  conferences  with  congressional 
representatives  with  reference  to  the  policies  of  the  Shipping  Board  ? 

Mr.  Denman.  Yes;  particularly  with  the  Senator  from  yom*  State. 
I  presume  that  I  received  as  much  assistance  from  Senator  Knox  as 
from  anybody  here  in  the  Congress.  I  had  much  advice  from  him 
on  international  questions  I  have  spoken  of,  and  there  were  others. 
It  would  be  difficult  to  have  an  international  conference  with  these 
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congressional  gentlemen  and  the  British  commissioners,  because  we 
woiud  slide  oft  into  technical  questions  very  quickly. 

Mr.  Steele.  The  bell  is  ringmg  for  a  vote  in  the  House,  and  I  have 
only  one  question  or  two  in  addition.  On  yesterday  you  stated  that 
the  great  difficulty  with  a  merchant  marine  policy  on  the  part  of  the 
Government  would  be  the  supplymg  of  shipping  brains.  What  did 
you  do  to  meet  that  difficulty  ? 

Mr.  Denman.  I  meant  the  percentage  of  able  shipping  men  to 
the  whole  population.  Our  competitor's  is  very  much  larger.  I  am 
very  glad  you  asked  me  that,  because  I  saw  the  report  in  the  papers 
that  took  a  part  of  my  statement  but  not  the  whole  of  it.  Our  ship- 
ping men  have  ability  and  brains,  but  there  are  not  many  of  them. 
Commerce  on  the  sea  is  as  important,  if  not  more  important,  at  the 
delivery  end  than  at  its  initial  end.  It  is  your  agent  abroad,  your 
house  and  its  connections,  that  verv  largely  determine  your  foreign 
commerce,  or  should,  because  the  American  method  has  been  what 
the  shipping  men  call  f.  o.  b.  ship  selling  on  this  side  and  let  the 
other  fellow  do  the  distributing,  rfow,  we  have  been  behind  other 
nations  in  developing  our  foreign  agencies.  One  of  the  instrumen- 
talities of  holding  trade,  to  the  foreigner  and  our  competitors,  is 
through  their  ships.  Knowledge  is  gained  of  the  foreign  business  of 
the  United  States  by  studying  manifests  and  shipping  documents  on 
these  competition  ships,  all  of  which  can  be  gathered  together  and 
brought  to  a  central  intelligence  and  given  to  the  merchants  of  these 
other  nations. 

Now,  in  the  years  preceding  the  war  we  had  a  few  American 
shipping  companies,  and  had  not  developed  our  American  foreign 
agencies.  In  consequence,  our  competitor's  agents,  the  adminis- 
trators in  America  for  foreign  lines  and  houses,  constitute  the  bulk 
of  what  I  call  ship  brains  in  this  country.  The  men  who  knew  the 
trade .  and  the  carriage  end  of  it  were  largely  foreigners.  In  that 
personnel  we  Americans  have  been  lamentably  short  as  compared 
to  our  competitors  in  ocean  carriage  and  ocean  commerce.  In  so 
far  as  the  stimulation  of  the  number  of  persons  engaged  in  trans- 
portations, of  Americans,  increases  the  number  of  persons  that  have 
that  capacity  we  are  adding  to  our  national  assets  in  international 
commerce  and  international  transportation.  That  is  what  I  had 
in  mind. 

Mr.  Steele.  That,  of  course,  is  a  matter  of  experience  and 
education  ? 

Mr.  Denman.  It  must  be. 

Mr.  Steele.  And  that  is  a  matter  of  slow  development,  isn't  it  ? 

Mr.  Denman.  Ordinarily.  But  Germany,  you  will  recall,  adopted 
an  intensive  process  for  developing  that.  Just  as  they  concen- 
trated on  their  military  affairs,  they  concentrated  on  that,  and  by 
a  system  of  foreign  financing  and  other  help  they  forged  ahead 
very  fast.  German  competition  in  the  commerce  of  the  world — 
which  they  claim  was  the  cause  of  the  war — ^was  a  national  project; 
the  Government,  the  great  banking  syndicates,  the  shipping  syndi- 
cates, the  system  of  German  cartel,  all  flowed  out  of  a  centralized 
governmental  policy.  A  man  in  Germany  could  start  the  manu- 
facture of  a  certain  article  xmder  government  aid  in  an  interior 
German  city  and  receive  governmental  cooperation  in  railway  and 
ship  transportation  clear  up  to  the  financing  o^  the  sale  in,  say, 
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Buenos  Aires.  You  say  it  is  a  process  of  long  growth,  but  they 
developed  it  very  rapidly,  so  rapidly  that  it  disturbed  the  interna- 
tional balance  of  trade  and,  as  they  say,  was  the  cause  of  the  war. 

Mr.  Steele.  When  you  say  rapidly,  within  what  time  did  the 
Germans  develop  it  ? 

Mr.  Denman.  I  think  the  period  of  its  greatest  development  was 
the  last  few  years  prior  to  the  war. 

Mr.  Steele.  One  of  the  criticisms  of  the  operations  of  the  Ship- 
ping Board  was  that  frequently  ships  with  full  cargo  on  the  trips 
abroad  returned  without  any.  Is  that  due  to  the  condition  you 
mention  ? 

Mr.  Denman.  I  think  in  part  it  is  attributable  to  that.  But  I 
understand  in  some  cases  snip  operators,  operating  ships  for  the 
Government,  were  men  who  were  operating  their  own  ships  and 
Government  ships  side  by  side.  Naturally  they  had  their  stock- 
holders pressing  on  them,  and  there  may  have  been  some  influence 
of  that  kind  that  caused  them  to  fill  the  holds  of  private  ships  more 
nearly  full  than  in  the  case  of  Government-owned  ships.  But  I 
think  in  the  main  it  is  our  weakness  in  the  foreign  fields  that  causes 
this  condition. 

I  was  speaking  of  Mr.  Schwerin  on  yesterday.  I  was  familiar 
with  the  strain  that  Mr.  Schwerin  was  tmder  for  years  in  maintain- 
ing the  Asiatic  coast  offices  of  the  Pacific  Mail  Steamship  Co.  Mr. 
Scnwerin  was  in  bad  with  Congress;  some  did  not  like  him  here; 
but  so  far  as  the  international  conflict  on  the  seas  was  concerned 
he  was  one  of  the  strongest  men  the  United  States  had.  He  strove 
with  great  zeal  and  great  energy  to  maintain  what  I  call  the  out- 

Josts  of  our  trade,  and  was  in  bitter  competition  there  with  the 
apanese,  the  English,  and  the  Germans.    Rosseter  has  continued  it. 
Mr.  Steele.  In  your  judgment,  if  our  marine  policy  is  to  be  made 
a  success  something  of  that  kind  must  be  done  ? 

Mr.  Denman.  Smpping  must  go  hand  in  hand  with  business,  and 
the  Government  must  help. 

The  Chairman.  Just  a  couple  of  questions  that  I  think  you  can 
answer  yes  or  no,  as  the  bell  has  rung  a  second  time.  Did  you  receive 
any  compensation  from  the  Government  or  anybody  else  for  the 
performance  of  those  extraneous  duties  which  were  committed  to 
you? 

Mr.  De^iman.  Oh,  no,  sir. 

The  Chairman.  Those  various  conferences  which  you  held  with 
shipbuilders  and  ship  operators  at  that  time,  during  your  administra- 
tion, were  they  not  practically  unanimous  in  opposition  to  the  wooden- 
ship  construction  program  that  you  were  undertaking  ? 

Mr.  Denman.  On,  no.  On  the  contrary.  Gen.  Goethals  and  my 
wooden-ship  program  was  very  highly  and  very  generally  indorsed. 
For  instance,  Mr.  Corey,  the  steel  manufacturer,  wrote  a  letter  

The  Chairman  (interposing).  No;  by  those  ship  builders  and  opera- 
tors that  made  up  the  advisory  board  with  whom  you  consulted  and 
you  spoke  of  on  yesterday;  were  they  not  practically* unanimous 
against  the  wooden-ship  program  ? 

Mr.  Denman.  Practically  every  man  who  knew  anything  about 
the  use  

TheCHAi]^MAN  (interposing).  No;  I  mean  this  

Mr.  Denman  (continuing).  I  must  include  them  in  my  answer,  Mr. 
Chairman — ^was  opposed  to  building  wooden  ships  except  for  the 
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emergency.  Now,  as  to  the  men  you  are  speaking  of,  the  question 
came  up  to  them  in  the  year  1918,  after  the  big  push  back  

The  Chairman  (interposing).  No;  I  am  asking  you  this:  You  said 
you  had  an  advisory  committee  that  you  consulted  with  while  you 
were  chairman  of  the  board,  and  that  you  discussed  various  questions 
with  them.  I  am  inquiring  if  those  men  on  that  committee  were  not 
advising  you  against  the  building  of  wooden  ships  or  of  undertaking  it  ? 

Mr.  Denman.  Yes,  all;  except  for  the  emergency. 

The  Chairman.  They  were  in  favor  of  it  for  the  emergency,  you 
mean? 

Mr.  Denman.  Some  were,  and  some  not  even  that.  Some  of  them 
did  not  know  anything  about  wooden  ships.  I  probablv  tnew  more 
about  pine  and  nr  wooden-ship  construction  than  any  of  them.  The 
ship  control  committee  of  which  Mr.  Franklin  was  chairman  advised 
Mr.  Schwab  to  continue  the  project  in  April,  1918. 

The  Chairman.  In  your  organization,  either  in  the  Shipping  Board 
or  the  Fleet  Corporation,  outside  of  Gen.  Goethals,  did  you  have  any 
man,  in  any  subordinate  position,  who  had  had  practical  experience 
in  either  wood  or  steel  shipbuilding  ? 

Mr.  Denman.  Well,  on  the  Pacific  coast  I  procured  the  appoint- 
ment of  Capt.  Pillsbury,  who  was  familiar  with  both  types  of  construc- 
tion. The  fact  is  I  may  say  for  my  own  personnel,  those  men  stuck 
throughout  the  war. 

The  Chairman.  Anybody  else  ? 

Mr.  Denman.  Who  he  chose  as  his  wooden-ship  administrators  1 
do  not  recall. 

The  Chairman.  No;  I  mean  anybody  you  selected.  Did  you 
select  any  practical  man  outside  of  Capt.  Pillsbury  ? 

Mr.  Denman.  I  asked  Mr.  Hough  to  come  from  the  coast. 

The  Chairman.  Did  you  select  Commander  Ferris? 

Mr.  Denman.  No;  I  had  nothing  to  do  with  that.  He  was  a  steel 
man. 

The  Chairman.  Well,  I  am  talking  about  steel  or  wood  ships. 
Did  you  personally  select  for  any  subordinate  position,  in  the  Fleet 
Corporation  or  in  the  Shipping  Board,  any  person  who  had  had 
practical  experience  in  the  construction  of  wood  or  steel  ships, 
outside  of  Capt.  Pillsbury  ? 

Mr.  Denman.  Capt.  Pillsbury  had  charge  of  the  Pacific  coast  work. 

The  Chairman.  Anybody  else? 

Mr.  Denman.  Nobody  else  was  selected  by  me. 

The  Chairman.  I  think  that  is  all,  Mr.  Denman.  And  the  com- 
mittee will  adjourn  and  resume  after  the  Christmas  holidays,  at 
which  time  we  expect  to  call  some  of  the  present  officials  of  the 
Shipping  Board. 

(Thereupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  committee 
adjourned  to  meet  on  the  call  of  the  chairman  after  the  holidays.) 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
WasJtingtony  D.  C,  Tuesday y  January  11  j  1921, 
The  committee  met,  pm^uant  to  call  of  the  chairman,  in  the  caucus 
room  in  the  House  Office  Building,  Hon.  Joseph  Walsh  (chairman) 
presiding. 

Present  also :  Representatives  Connally  and  Steele. 

TESTIMOirY  OF  MB.  TUDEV  AOAMSOV— RecaUed. 

The  Chairman.  Mr.  Adamson,  you  have  testified  before? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  have  been  sworn  ? 

Mr.  Adamson.  Yes,  Mr.  Chairman. 

The  Chairman.  What  is  your  position,  just  for  the  record  ? 

Mr.  Adamson.  Assistant  to  the  general  comptroller,  handling  the 
claims  work  for  the  comptroller's  department. 

The  Chairman.  Mr.  Tweedale  is  comptroller  ? 

Mr.  Adamson.  He  is  general  comptroller. 

The  Chairman.  By  wLom  were  you  appointed  ? 

Mr.  Adamson.  I  was  appointed  by  Mr.  Piez.  I  do  not  know 
whether  he  signed  the  appointment  personally. 

The  Chairman.  What  experience  had  you  had  in  this  work  prior 
to  youT' appointment? 

Mr.  Adamson.  For  about  8  or  10  years  I  have  been  dealing  in 
claims  in  New  York  City  in  financial  matters.  It  was  not  on  claims 
matters,  btit  as  deputy  comptroller. 

The  Chairman.  In  what  capacity  were  you  dealing  with  claims  ? 

Mr.  Adamson.  I  was  head  of  an  organization  in  New  York  City  for 
the  city  government,  which  was  made  up  of  accoimtants,  engineers, 
and  examiners  who  had  as  part  of  their  f imctions  to  pass  upon  certain 
of  the  claims  presented,  to  make  up  the  budget  of  the  city,  and  to 
report  upon  all  appropriations  to  the  board  of  estimates. 

The  Chairman.  How  long  had  you  been  in  that  work  ? 

Mr.  Adamson.  That  was  about  eight  or  nine  years,  in  that  work. 

The  Chairman.  Now,  how  long  have  you  been  with  the  Shipping 
Board? 

Mr.  Adamson.  Since  April,  1919. 
The  Chairman.  Since  April,  1919  ? 
Mr.  Adamson.  Since  April  9,  1919. 

The  Chairman.  Now  you  are  with  the  cancellation  claims  board  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Were  you  with  them  ? 
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Mr.  Adamson.  I  have  a  somewhat  dual  relationship.  I  am  on  the 
staff  of  the  general  comptroller,  but  I  make  all  my  reports  to  the 
construction  claims  board. 

The  Chairman.  To  the  coi^struction  claims  board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  doing  that  ? 

Mr.  Adamson.  I  reported  to  the  construction  daims  board  and  its 
predecessor,  the  cancellation  and -contract  claims  board,  beginning 
with  the  summer  of  1919,  when  I  was  comptroller  of  the  construction 
division.  I  have  devoted  almost  all  of  my  time  to  the  claims  report 
since  last  May  or  June  of  this  past  year. 

Tfie  Chairman.  Is  there  any  fixed  or  definite  policy  that  is  followed 
in  the  settlement  or  adjustment  of  construction  claims  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  is  that  policy  ? 

Mr.  Adamson.  Well,  the  general  policy  you  will  find  laid  down  in 
the  bulletins  of  the  construction  claims  board. 

The  Chairman.  I  want  you  to  state  wJiat  the  poUcy  is;  what 
steps  are  taken  in  the  case  of  a  shipbuilding  contractor  who  has  a 
claun  against  the  board,  either  for  cancellation  of  contracts,  or  for 
the  adjustment  of  settlement  arising  out  of  his  construction  work. 
What  are  the  steps  followed  under  this  policy,  and  what  is  the  policy  ? 

Mr.  Adamson.  Well,  in  the  first  place,  the  form  of  cancellation, 
the  contractors  are  notified  and  they  must  put  in  sworn  statements 
as  to  the  conditions  at  that  time;  tney  put  in  the  statement  of  the 
claim,  to  which  they  swear.  That  goes  now  to  the  district  adjuster. 
As  soon  as  the  claim  comes  in  it  is  investigated  by  an  examiner 
representing  the  district  adjuster.  The  district  adjuster  gets  all 
of  the  facts  in  relation  to  the  claim,  and  he  asks  for  an  audit  by  the 
general  comptroller's  department.  When  he  gets  this  back  and  his 
figures  he  negotiates  with  the  claimant  for  a  settlement. 

The  Chairman.  The  district  adjuster  does? 

Mr.  Adamson.  Yes;  the  district  adjuster.  In  these  negotiations 
he  makes  a  report  to  the  construction  claims  board.  As  soon  as  that 
report  is  received  in  the  construction  claims  board,  the  secretary 
sends  a  copy  of  it  to  my  office,  so  that  the  general  comptroller  may 
analyze  the  claim  and  the  district  adjuster's  recommendations,  and 
make  a  report  to  the  construction,  claims  board,  with  recommenda- 
tions. The  policy  is  not  to  take  any  action  on  the  claim  until  after  the 
general  comptroller  has  reported  upon  it.  After  I  have  made  my 
report  on  the  claim  and  the  district  adjuster's  recommendations,  the 
matter  is  taken  up  in  the  board  as  a  whole,  and  if  it  is  an  intricate 
case,  that  is  to  require  some  consideration  by  the  board,  it  is  usually 
assigned  to  a  single  member;  for  instance,  u  it  has.  to  do  with  ship 
construction  it  is  assigned  usually  to  Mr.  Skinner. 

The  Chairman.  To  Mr.  Skinner  ? 

Mr.  Adamson.  Yes;  he  is  a  practical  ship  builder,  and  has  been 
most  of  his  life  in  the  business. 

The  Chairman.  What  are  his  initials  ? 
Mr.  Adamson.  H.  G.  Skinner. 

The  Chairman.  How  long  has  he  been  on  the  construction  claims 
board  ? 

Mr.  Adamson.  He  has  been  there  six  or  seven  months  as  a  member 
of  the  board.  He  has  had*  a  great  deal  to  do  with  the  work  hereto- 
fore, in  reporting. 
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The  Chairman.  What  then? 

Mr.  Adamson.  Then  the  clauns  board  makes  its  determination  and 
passes  a  resolution,  recommends  a  definite  award.   Under  the 

S resent  practice  that  goes  before  the  commissioners  of  the  Shipping 
►oard,  who*  either  approve  or  disapprove. 
T^e  Chairman.  Is  that  the  whole  program  ? 
Mr.  Adamson.  Briefly,  that  is  the  program. 
The  Chairman.  Now,  are  all  claims  put  through  that  procedure? 
Adamson.  Well,  I  should  say  that  if  the  claim  fails  to  go 
through  that  procedure,  it  is  due  to  some  sort  of  accident.    I  do  not 
know  of  any  recent  failures  to  go  through  that  procedure. 

The  Chairman.  Do  you  know  of  any  failures  that  are  not  recent  ? 
Mr.  Adamson.  I  can  not  recall,  Mr.  Walsh,  offhand,  any. 
The  Chairman.  Now,  is  there  any  length  of  time  stij)ulated 
within  which  the  contractor  must  file  his  claim  under  oath  with  the 
board  ? 

Mr.  Adamson.  Well,  at  one  time,  I  beUeve  there  was  a  general 
order  which  required  that  all  claims  should  be  filed  by  a  certain  time. 
The  contractors  have  not  been  prompt  in  some  cases  in  filing  their 
claims;  in  fact,  there  are  some  claims  that  are  not  yet  in. 

The  Chairman.  For  construction  work  ^ 

Mr.  -Adamson.  For  construction  and  cancellation  work;  that  is — 
please  understand,  Mr.  Chairman,  that  on  the  straight  construction 
work,  where  thetre  has  been  no  cancellation,  ordinarily  the  claim 
does  not  come  to  the  claims  board,  but  is  settled  by  district  officials. 
It  is  only  in  the  event  that  the  district  manager  or  the  head  of  the 
ship  construction  division  can  not  agree  that  it  becomes  a  claim  for 
action  by  the  claims  board.  But  there  are  many  cases  where  we 
have  a  mixture  of  claims,  on  account  of  construction,  wage  awards, 
etc.,  growing  out  of  a  claim,  as  a  part  of  the  contract. 

The  Chairman.  Well,  what  procedure  is  followed  in  those  cases? 

Mr.  Adamson.  The  same  procedure. 

The  Chairman.  What  procedure  is  followed  in  merely  construction 
claims,  not  involving  cancellation? 

Mr.  Adamson.  In  construction  claims,  where  the  claimant  and  the 
district  manager  are  in  disagreement  as  to  the  allowance  for  Gov- 
ernment extras  on  the  ship,  the  matter  would  usually  be  referred  to 
the  manager  for  ship  construction,  and  if  he  can  not  settle  it,  then  it 
goes*  before  the  board  as  a  claim.  Then  we  report  upon  it  in  the 
usual  manner. 

The  Chairman.  Are  you  advised,  after  a  claim  is  settled,  upon 
what  basis  it  was  settled? 

Mr.  Adamson.  At  the  present  time  I  am  getting  copies  of  the 
minutes  of  the  

The  Chairman  (interposing).  No;  I  mean  as  a  part  of  the  pro- 
cedure; are  you  advised  after  the  matter  goes  up  to  the  Shipping 
Board  and  settlement  is  made,  are  you  advised  upon  what  basis  the 
settlement  is  made  ? 

Mr.  Adamson.  I  get  copies  of  the  minutes  and  copies  of  the  con- 
tracts on  which  settlement  has  been  made. 

The  Chairman.  How  long  have  you  been  getting  them? 

Mr.  Adamson.  Well,  I  thmk  since  last  May  or  June  the  settlement 
contracts  have  all  been  referred  to  the  general  comptroller's  depart- 
ment for  notation  as  to  the  financial  obligations  involved. 


Digitized  by 


3282 


SHIPPING  BOAKD  OPERATIONS. 


The  Chairman.  In  the  settlement  of  a  claim,  inst  what  does  this 
district  adjuster  look  into;  what  investigation  does  he  make;  does 
he  audit  the  books? 

Mr.  Adamson.  No;  he  does  not  audit  the  books. 

The  Chairman.  "What  investigation  does  he  make,  and  what  is  the 
idea  of  sending  it  to  the  district  adjuster  ? 

Mr.  Adamson.  It  is  quite  obvious  that  the  board  sitting  in  Wash- 
ington can  not  make  an  investigation  of  a  case  on  the  Pacific  coast; 
you  must  have  some  agency  near  the  place  to  make  investigation 
and  recommendations. 

The  Chairman.  You  have  all  this  

Mr.  Adamson  (interposing).  We  have  not  the  facts  under  oath; 
we  have  the  claim  unaer  oath. 

The  Chairman.  What  does  he  do;  how  does  he  work? 

Mr.  Adamson.  Let  us  say  that  a  contractor  claims  that  he  has 
$2,000,000  worth  of  materials  there,  on  account  of  hulls  

The  Chairman  (interposing).  Yes. 

Mr.  Adamson  (continuing).  The  district  adjuster  has  an  inventory 
made  to  determine  the  actual  quantity  of  material;  that  material  is 
priced  by  the  auditors  of  the  general  comptroller's  department.  So 
we  set  up  the  actual,  cost,  ann  the  inventoried  cost  of  the  material 
that  is  found  to  be  there.  And  he  gets  the  facts,  such  as  the  evidence, 
to  be  used  as  a  basis  for  his  recommendation. 

The  Chairman.  Is  that  the  first  inventory  you  have  of  that  prop- 
erty? 

Mr.  Adamson.  That  is  usually  the  first  physical  inyentOTy  we  have. 
We  have  a  book  inventory,  but  you  see  we  are  not  interested  in  the 
cost  of  a  lump-sum  contract.  We  do  not  keep  the  contractor's 
books  and  do  not  know  and,  as  a  matter  of  fact,  should  not  care, 

{*ust  what  his  inventory  is.    In  the  case  of  cancellation,  however,  it 
)ecomes  necessary  then  to  determine  just  what  we  are  responsible 
for— that  is,  the  quantity  of  material,  for  instance,  for  wnich  we 
must  reimburse — the  value  of  the  labor  for  which  we  must  reimburse. 
The  Chairman.  What  else  does  this  district  adjuster  do  ? 
Mr.  Adamson.  Well,  he  gets  these  facts  and  negotiates  with  the 
contractor  to  try  to  arrive  at  a  basis  of  settlement  which  can  be 
recommended  to  the  claims  board.  ' 
The  Chairman.  What  does  he  do  besides  getting  this  inventory? 
Mr.  Adamson.  Well,  he  goes  into  negotiations  with  the  contractor, 
and  they  sit  down  there  and  might  tcuk  back  and  forth  a  week,  or 
two  weeks,  trying  to  get  to  some  basis  of  settlement.    The  contractor 
claiming  certain  facts  and  the  district  adjuster  setting  up  certain 
facts.   And  they  usually  strike  some  basis  on  which  they  can  come 
to  an  agreement,  and  a  recommendation  is  made. 

The  Chairman.  Then  he  makes  a  recommendation  to  the  claims 
board? 

Mr.  Adamson.  He  makes  a  recommendation  to  the  claims  board. 
The  Chairman.  Of  course,  in  writing  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Usually  a  recommendation  that  is  in  accordance 
with  his  investigation  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  that  is  accepted  by  the  contractor  ? 
Mr.  Adamson.  Not  in  all  cases  acceptable  to  the  contractor. 
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The  Chaibman.  Now,  take  the  case  where  it  is  acceptable  to  the 

contractor  

Mr.  Adamson  (interposing).  Yes. 

The  Chaibman.  It  goes  then  to  the  claims  board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chaibman.  Then  the  claims  board  passes  upon  it  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chaibman.  What  do  they  do  ? 

Mr.  Adamson.  Very  frequently,  where  we  receive  a  claim  from  a 
district  adjuster  that  is  acceptable  to  the  contractor — that  has  been 
recommended  for  settlement  on  a  basis  acceptable  to  the  contractor — 
we  go  into  it  and  find  that  apparently  the  district  adjuster  has  made 
allowances  that  are  excessive.  We  recommend  accordingly,  and  in 
many  cases  the  claims  board  will  reduce  the  allowances. 

The  Chaibman.  Then,  of  coiu^e,  it  is  no  longer  acceptable  to  the 
contractor  ? 

Mr.  Adamson.  No  longer  acceptable,  but  frequently  accepted. 
The  Chaibman.  Frequently  accepted  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chaibman.  And  then  what  do  you  do,  pass  it  along  to  the 
Shipping  Board  ? 
Mr.  -Aj)AmsOn.  Yes,  sir. 

The  Chaibman.  Are  all  settlements  made  by  the  board  direct  ? 
Mr.  Adamson.  The  claims  board  ? 

The  Chaibman.  The  Shipping  Board,  I  should  say;  I  mean,  eventu- 
ally the  final  settlement  is  made  by  them  ? 

Mr.  Adamson.  That  is  the  present  procedure  before  the  Shipping 
Board  passes  upon  it.  Of  com^e,  at  one  time  the  claims  board  took 
what  was  equivalent  to  final  action. 

The  Chairman.  Do  you  know  of  any  claims  being  settled  and 
allowances  made  by  the  Shipping  Board  which  were  not  recom- 
mended by  the  cancellation  claims  board,  or  by  the  district  adjuster  ? 

Mr.  Adamson.  Not  by  the  Shipping  Board  as  ^.t  present  consti- 
tuted. 

The  Chairman.  Well,  constituted  in  any  way;  any  Shipping  Board 
while  you  have  been  with  it  ? 

Mr.  Adamson.  Well,  the  board  of  trustees  has  acted  upon  cases  on 
its  own  initiative,  and  without  always  following  the  recommenda- 
tion  

The  Chairman  (interposing).  That  is,  the  board  of  trustees  of  the 
Emergency  Fleet  Corporation  ? 

Mr.  Adamson.  The  board  of  trustees  of  the  Emergency  Fleet  Cor- 
poration. 

The  Chairman.  Does  the  cancellation  claims  board  or  the  con- 
struction claims  board  report  to  the  Shipping  Board,  or  to  the  Emer- 
gency Fleet  Corporation  ? 

Mr.  Adamson.  They  report,  you  might  say,  to  the  Shipping  Board 
at  the  present  time. 

The  Chairman.  How  long  have  they  been  reporting  to  the  Ship- 
ping Board  ? 

Mr.  Adamson.  I  think  about  a  month,  or  a  month  and  a  half. 
The  Chairman.  Prior  to  that,  to  whom  did  they  report  ? 
Mr.  Adamson.  The  board  of  trustees  of  the  Emergency  Fleet 
Corporation. 
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The  Chaikman.  You  say  the  triistees  of  the  Emergency  Fleet  Cor- 
poration have,  in  some  instances,  settled  claims  by  making  allowances 
m  excess  of  those  recommended  by  the  construction  claims  board  or 
the  district  adjuster? 

Mr.  Adamson.  I  think  that  might  be  true;  yes,  in  some. cases.  Of 
course,  the  board  of  trustees  are  the  final  authority  on  the  settlements. 

The  Chairman.  Were  you,  or  any  of  your  staff — ^would  you  be 
called  into  conference  on  those  settlements  ? 

Mr.  Adamson.  Well,  I  have  been  before  the  board  of  trustees  on  a 
very  few  settlements. 

The  Chairman.  Do  you  know  of  any  claims  which  have  been  filed 
with  the  Shipping  Board,  say,  within  a  few  months,  for  cancellation  of 
contracts,  in  the  early  part  of  1919,  which  have  grown  since  that 
time  ? 

Mr.  Adamson.  Yes;  there  are  quite  a  number  of  claims  that  were 
filed  in  1919  that  have  grown  in  amount. 

The  Chairman.  What  is  the  reason  for  the  increases  ? 

Mr.  Adamson.  Well,  the  contractors,  I  suppose,  want  more  money. 

The  Chairman.  Is  that  the  only  reason  you  know  ? 

Mr.  Adamson.  Well,  I  can  not  tell  what  has  actuated  the  con- 
tractor in  increasinghis  claim. 

The  Chairman.  The  original  claim  was  filed  under  ©ath? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  later  a  supplemental  claim  or  claims  have  been 
filed? 

Mr.  Adamson.  Yes,  sir.  Of  course,  when  the  original  claim  was 
filed,  in  a  great  many  cases,  the  contractor  specificany  reserved  the 
right  to  add  other  items  of  claims. 

The  Chairman.  Are  you  familiar  with  the  claim  of  the  Standifer 
Co.  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  is  located  at  Vancouver  ? 
Mr.  Adamson.  Yes;  North  Portland,  I  believe. 
The  Chairman.  Do  you  know  how  much  was  claimed  in  that  case 
originally  ? 

Mr.  Adamson.  They  filed  a  claim,  April  14,  1919,  in  the  amount 
of  $1,639,266.54. 

The  Chairman.  And  what  was  that  based  on — construction  or 
cancellation,  or  both  ? 

Mr.  Adamson.  That  was  based  on  cancellation,  and  it  was  made 
up  largely  of  materials  on  hand. 

The  Chairman.  What  is  the  amount  of  their  claim  at  the  present 
time  ? , 

Mr.  Adamson.  The  amount  of  their  claim,  as  before  us  now,  is,  in 

fross  terms,  about  $7,396,351.13;  bub  a  part  of  that  is  a  practical 
uplication  of  claim,  because  it  is  put  in  on  a  contingent  basis,  so  the 
net  amount  of  the  claim  before  us  is  now  $6,578,534.13. 
The  Chairman.  Have  you  examined  this  claim  ?  . 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  you  made  any  recommendations  for  its 
settlement  ? 

Mr.  Adamson.  I  have  prepared  a  report  making  recommendations, 
but  have  not  yet  transmitted  it,  because  I  am  trying  to  get  certain 
additional  facts  on  some  other  claims. 
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The  Chairman.  That  is  a  matter  that  is  pending,  then*? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  no  recommendation  has  been  made  to  the 
board  ? 

Mr.  Adamson.  There  were  a  number  of  contracts  which  the 
Standifer  Co.  had.  This  is  contract  503,  a  steel-ship  contract,  and 
they  had  several  wood-ship  contracts  on  which  there  are  claims,  and 
I  wanted  to  transmit  all  of  those  at  the  same  time,  and  for  that 
reason  have  not  yet  transmitted  a  definite  recommendation  on  the 
steel  ship. 

The  Chairman.  When  you  transmit  a  claim,  you  transmit  your 
recommendations  and  your  objections,  if  there  are  items  of  objec- 
tions? ^  • 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Has  the  Todd  Shipyard  Construction  Co. — what 
is  the  name  of  the  Todd  yard  at  Tacoma  ? 

ilr.  Adamson.  The  Todd  Drydock  &  Construction  Co. 
The  Chairman.  Did  they  submit  a  claim  originally  in  March, 


Mr.  Adamson.  I  do  not  recall  any  claim  that  they  submitted  at 
that  time;  there  may  have  been  a  statement  submitted,  and  I  can 
not  recall  it. 

The  Chairman.  Well,  have  they  submitted  a  claim  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  When  was  it  submitted  ? 

Mr.  Adamson.  The  claim  as  now  before  us,  I  think,  was  submitted 
about  two  or  three  months  ago. 

The  Chairman.  Well,  don't  you  know  just  when  it  was  submitted  ? 

Mr.  Adamson.  I  do  not  know  the  exact  date  of  its  submittal  to 
the  district  adjuster. 

The  Chairman.  Why  don't  vou  know  that  ? 

Mr.  Adamson.  Well,  I  could  ascertain  it,  but  I  do  not  happen  to 
have  it  in  mind. 

The  Chairman.  But  you  do,  in  your  ordinary  routine,  know  the 
exact  date  claims  are  submitted  ? 

Mr.  Adamson.  Yes;  we  have  in  the  claims  board  sworn  copies  of 
the  claims. 

The  Chairman.  What  is  the  amount  of  their  claim  ? 
Mr.  Adamson.  That  claim  is  about  $8,524,000. 
The  Chairman.  Based  upon  construction  and  cancellation,  or 


Mr.  Adamson.  The  large  part  of  it  was  based  on  cancellation, 
14  out  of  24  vessels — No.  423.  The  greater  part  of  the  claim — 
I  should  say  about  half  of  the  claim,  was  on  account  of  materials  on 
hand. 

The  Chairman.  Materials  on  hand  ? 

Mr.  Adamson.  Yes;  and  then  practically  the  other  half  of  it  was 
based  on  amortization  of  plant  extensions  for  the  Tacoma  plant. 
The  Chairman.  Is  that  plant  still  running,  or  do  you  know? 
Mr.  Adamson.  I  think  so. 
The  Chairman.  Doing  private  work? 

Mr.  Adamson.  I  believe  they  are  doing  some  Navy  work.  They 
have  three  scout  cruisers  for  the  Navy  and  possibly  some  private 
work  ? 
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The  Chairman.  What  I  meant  by  private  work,  they  are  doing 
work  there  for  the  Shipping  Board  ana  the  Fleet  Corporation? 
Mr.  Adamson.  Yes,  su*. 

The  Chairman.  HaiT^e  you  made  your  recommendations  on  that 
claim? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Filed  objections  to  it? 

Mr.  Adamson.  The  district  adjuster  made  recommendations  that 
were  about  $8,759,000,  and  I  have  recommended  about  $2,529,000 
less  than  the  district  adjuster  recommends. 

The  Chairman.  How  are  you  able  to  reduce  a  claim  that  amoimt 
after  the  district  adjuster  has  been  on  the  ground,  talked  with  the 
contractor,  seen  the  yards,  had  an  inventory  made  of  the  material, 
gone  into  the  matter  and  sent  it  down  to  Washington,  himdreds  of 
miles  away;  what  facts  are  within  your  knowledge,  that  enables  you 
to  say  that  the  district  adjuster  has  recommended  a  claim,  say,  in 
this  instance,  of  $5,000,000  or  $6,000,000  to  much? 

Mr.  Adamson.  Well,  the  difference  is  very  largely  in  plant  amorti- 
zation. The  district  adjuster  was  interpretting  our  contract  re- 
lations in  a  manner  that  I  disagreed  with,  and  I  took  it  up  with  the 
acting  general  counsel,  and  I  found  that  the  district  adjuster  was 
wrong. 

The  Chairman.  Oh,  yes.  It  is  a  question  of  interpretation  of 
the  contract  upon  which  you  went  to  the  counsel  of  your  Board  ? 

Mr.  Adamson.  The  district  adjuster  had  accepted  the  contractor's 
claim,  and  we  had  amortized  90  per  cent  of  the  cost  of  extension, 
and  under  certain  contractual  relationships,  followed  up  by  letters, 
which  had  the  validity  of  contracts,  our  Uability  to  amortization  was 
only  48  per  cent  of  the  total  cost  of  plant  extensions  up  to  a  fixed 
figure. 

The  Chairman.  Now,  you  say  you  referred  that  to  the  counsel  of 
the  Shipping  Board  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  as  a  result  of  his  advice  you  recommended 
a  reduction  of  the  claim  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Did  you  find  any  evidences  of  improper  practices 
or  illegal  expenditures  of  money,  or  anything  tainted  with  fraud  in  it  ? 
Mr.  Adamson.  No,  sir. 
The  Chairman.  Have  you  in  any  cases  ? 

Mr.  Adamson.  Well,  I  do  not  know  of  any — I  can  not  recall  any 
case,  or  anything  tainted  with  fraud,  Mr.  Walsh. 

The  Chairman.  Well,  improper  expenditures  of  money  ? 

Mr.  Adamson.  Well,  of  course,  in  a  great  many  cases  of  claims 
you  will  find  what  we  might  regard  as  an  improper  expenditure  of 
money.  That  is,  money  might  have  been  spent  by  a  contractor  on 
an  extension  of  his  plant,  when  it  was  the  intention  of  the  contract 
thaH)  such  money  should  be  spent  on  ship  construction.  We  might 
regard  that  as  improper,  although  it  might  not  be  fraudulent. 

The  Chairman.  That  is  a  matter  that  would  be  adjusted,  of  course  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  If,  imder  a  contract,  a  certain  amoimt  of  money 
is  supposed  to  be  advanced  for  ship  construction  and  the  contractor 
needed  plant  work  to  be  done  at  that  time  and  used  the  money  for 
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that  purpose,  that  could  later  be  adjusted;  the  Government  need  not 
necessarily  suflFer  because  that  was  done. 

Mr.  Adamson.  If  the  contractor  has  suflBicient  assets  to  make 
recoveiy. 

The  Chairman.  If  he  goes  on  with  his  work  and  has  material 
there,  that  can  be  straightened  out  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  that  has  been  done  in  a  great  many  cases  ? 

Mr.  Adamson.  Yes;  we  have  withheld  payment  on  the  construc- 
tion work  in  order  to  be  sure  to  protect  ourselves  in  that  kind  of  an 
expenditure. 

The  Chairman.  Has  the  Downey  Shipbuilding  claim  been  settled  ? 

Mr.  Adamson.  An  award  has  been  made  by  the  construction 
claims  board,  but  it  has  not  been  accepted  by  the  Downey  Co. 

The  Chairman.  What  was  the  amoimt  of  their  claim,  do  you  know  ? 

Mr.  Adamson.  $21,000,000  plus — I  will  give  you  the  exact  figure 
in  a  moment— $21,231,235.69. 

The  Chairman.  What  was  the  award  ? 

Mr.  Adamson.  The  award  was  $15,174,000,  and,  I  think,  $413.52; 
$15,174,000  plus. 

The  Chairman.  Now,  that  was  just  for  the  Downey  Shipbuilding 
Corporation  contracts  ? 

Mr.  Adamson.  Yes;  the  contract  No.  30-SC,  for  10  ships. 

The  Chairman.  How  many  of  those  ships  did  they  deliver,  do 
you  know  ? 

Mr.  Adamson.  All  of  them. 

The  Chairman.  They;  were  all  delivered? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  do  you  know  how  many  of  them  were  de- 
livered within  the  contract  time  ? 

Mr.  Adamson.  I  do  not  believe  that  any  of  them  were. 

The  Chairman.  Is  it  not  a  matter  of  fact  that  certain  ships  were 
to  be  delivered  at  various  dates  some  six  months  apart,  and  tnat  the 
first  sMp  was  not  delivered  prior  to  the  date  for  tne  delivery  of  the 
last  ship  under  the  contract  ? 

Mr.  Adamson.  I  do  not  recall  the  delivery  dates  fixed  in  the  con- 
tract, but  I  should  say  that  they  were  10  months  behind  on  their 
deliveries  on  an  average. 

The  Chairman.  Did  they  state  the  reason  for  the  delay  in  delivery 
in  their  claim  ? 

Mr.  Adamson.  Oh,  yes;  they  set  up  very  heavy  claims  for  the 
alleged  acts  of  the  Government,  or  tne  Fleet  Corporation,  in  the 
failure  to  deliver  steel  to  the  plant,  and  failure  to  deliver  steel  for 
the  ships. 

The  Chairman.  So  that  if  there  were  delays  it  may  have  been 
occasioned  by  f ailiu'e  to  get  material  to  the  yard  ? 

Mr.  Adamson.  There  may  have  been  some  delay,  but  the  delay  on 
that  account  was  the  fault  of  the  contractor;  he  did  not  put  in  his 
schedide  for  steel  promptly. 

The  Chairman.  How  does  your  district  adjuster  find  out  any- 
thing about  that  delay  in  the  delivery  of  material:  how  can  he  find 
out  months  after  the  contract  is  completed,  or  when  the  claim  for 
settlement  is  put  in;  how  can  he  find  out  just  when  the  material  was 
actually  delivered  ? 
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Mr.  Adamson.  Of  his  own  act  he  can  not  find  out;  he  must  rely 
on  the  auditors  for  the  department. 
The  Chairman.  On  the  plant? 

Mr.  Adamson.  No;  the  Emergency  Fleet  Corporation  auditors. 
In  that  case  I  had  an  actual  audit  made  to  the  point  of  delivery  of 
every  pound  of  steel. 

The  Chairman.  As  compared  with  the  submission  of  the  schedule? 

Mr.  Adamson.  That  audit  was  not  related  to  the  schedule  in  every 
case. 

The  Chairman.  What  kind  of  a  contract  did  they  have? 

Mr.  Adamson.  They  had  a  lump-sum  contract,  10  ships  of  7,500 
dead-weight  tons  each,  price  to  be  $155  a  ton. 

The  Chairman.  That  did  not  include  the  Providence  Engineering 
Co.'s  contract  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Did  you  settle  with  them. 

Mr.  Adamson.  The  Providence  Engineerii^g  Co.'s  contract  has 
not  been  entirely  settled.  I  believe  the  latest  information  I  had  on 
that,  possibly  is  that  $28,000  or  $30,000  remained  to  be  paid  to  the 
Providence  Engineering  Co.,  provided  we  are  liable  for  protection 
on  the  price  of  boiler  steel.  If  it  should  be  decided  by  the  general 
counsel  that  we  are  not  liable  for  this  protected  price  on  the  boiler 
steel,  then  the  accounts  just  about  balance  as  they  stand;  the  boiler 
steel  is  just  about  the  same  amount  of  money  as  we  owe  them  for 
construction  work. 

The  Chairman.  Have  you  got  any  idea  what  the  total  amount  of 
outstanding  claims  against  the  Fleet  Corporation  or  the  Shipping 
Board  is  on  account  of  construction  work,  or  cancellation,  or  both? 

Mr.  Adamson.  I  can  not  give  it  to  you  on  account  of  the  construc- 
tion work  or  cancellation,  because  thev  are  so  interwoven. 

The  Chairman.  Well,  the  two  together  ? 

Mr.  Adamson.  At  the  present  time,  those  we  know  about,  some  of 
which  have  not  yet  been  formally  filed,  we  have  about  $148,000,000 
worth  of  claims,  but  that  includes  $53,000,000  for  just  reclamation  of 
ships — ^reclaiming  of  requisitioned  ships  on  the  ways;  but  the  con- 
tract shipping  claims  would  run  to  $95,000,000  to  $97,000,000.  A 
great  many  of  those  claims  have  already  been  passed  upon. 

The  Chairman.  Can  you  give  us  any  idea  oi  how  much  has  been 
awarded  on  that  amount  of  claims  ? 

Mr.  Adamson.  Out  of  that  amount  of  claims  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  We  have  included  in  the  figures  I  have  given  you 
certain  awards  that  have  already  been  made,  but  not  paid.  There 
are  unpaid  claims  in  the  home  office  of  $840^000.  And  then  there 
are  claim  awards  on  which  final  agreements  have  not  been  prepared, 
amoimting  to  $5,393,000. 

And  there  are  claims  awaiting  action  by  the  construction  claims 
board  of  fifty-three  miUion  and  odd  dollars.  Claims  in  the  office  of 
the  district  adjusters  approximately  $6,000,000.  There  are  claims 
on  which  awards  have  been  made,  but  not  accepted  by  the  contractor, 
amounting  to  $17,000,000.  Over  $10,000,000  of  claims  not  yet 
formally  ffled,  which  we  treat  as  anticipated  claims.  We  know  they 
are  on  the  way,  and  we  will  get  them. 
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The  Chairman.  How  do  you  figure  the  amoimt  of  a  claim  that  is 
not  yet  filed;  how  do  you  know? 

Mr,  Adamson.  In  some  cases  we  have  been  informed  definitely  of 
the  amoimt  down  to  a  penny,  but  the  claim  has  not  yet  reached  us. 

The  Chairmak.  Is  there  any  nro vision  in  the  shipping  act  which 
permits  the  board  or  the  Fleet  Corporation  to  pay  60  per  cent,  or  a 
certain  percentage  of  the  claim  whicli  they  estimate  is  due  and  require 
the  claimant  to  go  to  the  Cout  of  Claims  for  the  balance? 

Mr.  Adamson.  I  do  not  know  anything  in  the  shipping  act  to  that 
eflFect.  I  know  that  the  board  did  proceed  for  a  time — that  is,  pro- 
ceeded on  the  theory  that  it  could  make  awards  for  75  per  cent,  and 
that  the  claimant  could  then  go  to  the  Court  of  Claims  for  the  remain- 
der, and  sue  for  the  additional  claims  which  had  not  been  allowed. 

Mr.  CoNNALLY.  Would  it  interrupt  you  to  suggest  at  this  point  a 
question  ? 

The  Chairman.  No. 

Mr.  Conn  ALLY.  You  do  not  have  to  go  to  the  Court  of  Claims; 
could  you  not  go  to  any  district  court  ? 
Mr.  Adamson.  I  thought  it  was  the  Court  of  Claims. 
Mr.  CoNNALLY.  That  was  a  general  act. 

The  Chairman.  That  was  miUtary  and  naval  claims.  They  did  pay 
75  per  cent  ? 
Mr.  Adamson.  In  certain  cases;  yes. 

The  Chairman.  And  do  you  know  whether  those  cases  have  been 
adjusted? 

Mr.  Adamson.  I  do  not  believe  that  any  of  them  have  been  finally 
adjusted. 

The  Chairman.  Why  did  they  adopt  a  different  method;  why  did 
they  not  do  that  with  all  the  claims  ? 

Mr.  Adamson.  Well,  it  was  not  necessary  to  do  any  such  thing  as 
that  where  the  contractor  was  willing  to  accept  the  award  which  was 
made. 

The  Chairman.  No;  but  I  mean  why  did  they  not  do  that,  where 
they  could  not  come  to  an  agreement,  in  all  the  other  cases? 

Mr.  Adamson.  Well,  in  order  to  make  a  75  per  cent  payment  we 
had  to  arrive  at  some  award  first,  to  get  the  75  per  cent  of  that  award, 
and  they  were  so  .far  apart  in  many  eases  that  they  could  not  come 
to  any  agreement  by  which  the  contractor  would  be  willing  to  accept 
75  per  cent  of  the  amoimt  that  the  board  was  willing  to  pay. 

The  Chairman.  That  was  not  necessary.  * 

Mr.  Adamson.  Then,  in  certain  cases  maybe  a  definite  award  said, 
'*We  will  pay  you  75  pfer  cent  now,  and  then  you  can  sue  for  the 
remainder  and  the  additional  amount  which  you  claim,'' 

The  Chairman.  Why  was  not  that  done  in  all  these  cases  where  no 
agreements  were  made  as  to  settlement,  do  you  know  ? 

Mr.  Adamson.  There  are  very  few  cases,  Mr,  Chairman,  where  they 
have  not  come  to  some  final  agreement  where  the  award  has  been 
made.  The  DoWney  case  is  one  and  the  Pusey  &  Jones  is  another. 
The  Pusey  &  Jones  is  already  in  the  Court  of  Claims. 

The  Chairman.  Do  you  know  of  any  cases  where  the  Shipping 
Board  has  settled  any  claim  for  less  than  the  construction  or  cancel- 
lation claims  board  has  recommended  ? 
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Mr.  Adamson.  I  think  we  have  cases  in  the  Washington  board 
that  were  settled  at  a  price  less  than  recommended  by  the  claims 
board. 

The  Chairman.  Can  you  recall  one  of  those  cases  ? 
Mr.  Adamson.  I  can  not  recall,  but  I  know  there  harve  been  cases. 
The  Chairman.  Can  you  look  that  up  and  let  us  know  later  ? 
Mr.  Adamson.  Yes;  i  can,  Mr.  Chairman. 

The  Chairman.  Now,  can  you  tell  us  how  many  cases  have  been 
settled  at  the  figure  recommended  by  the  construction  or  cancdla- 
tion  boards  ? 

Mr.  Adamson.  No,  sir;  I  can  not  tell  you,  but  I  can  look  that  up 
foryou. 

Tne  Chairman.  Will  jou  look  that  up  for  us  ? 
Mr.  Adamson.  Yes,  su-. 

The  Chairman.  Also  let  us  know  how  many  cases,  have  been  settled 
by  the  Shipping  Board,  of  the  chairman,  at  figures  in  excess  of  the 
recommendations  of  the  construction  or  canceflation  boards. 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Now,  was  the  regular  metJiod  of  procedure  fol- 
lowed in  the  American  Shipbuilding  Corporation? 

Mr.  Adamson,  The  regular  method  ? 

The. Chairman.  The  method  you  have  outlined? 

Mr.  Adamson.  No,  sir;  it  was  not.  At  that  time  the  procedure 
was  not  definitized  as  it  is  to-day. 

The  Chairman.  At  that  time  they  had  no  well-established  policy 
for  adjusting  claims  ? 

Mr.  Adamson.  They  had  a  claims  board,  but  this  matter  did  not 
go  before  the  claims  board  for  settlement. 

The  Chairman.  How  was  that  settlement  reached  ? 

Mr.  Adamson.  The  settlement  was  negotiated  by  Mr.  Martin 
Gillen,  who  came  to  Philadelphia  and  spent  a  day  or  two  there  with 
Mr.  Ackerson  and  others,  and  made  a  report  to  Judge  Payne,  and  as 
a  result  of  his  negotiations  the  contract  was  drawn  up,  settling  on  the 
basis  of  the  claim  as  presented  by  the  contractor,  the  American  Ship- 
buildii^  Co. 

The  Chairman.  That  is  the  concern  that  struck  out  some 
$23,000,000  or  $27,000,000  of  the  profit  which  it  was  represented  they 
were  not  permitted  to  take  on  account  of  a  resolution  of  their  board 
of  directors  ? 

Mr.  Adamson.  That  is  a  concern  which  was  originally  on  a  lump- 
sum basis;  it  had  quite  a  number  of  contracts,  let  in  six  different 
groups. 

The  Chairman.  Now,  was  it  the  concern  that  reduced  the  claim, 
or  the  apparent  amount  due  by  some  $20,000,000  and  gave  as  a 
reason  a  resolution  of  their  board  of  directors  limiting  flaem  to  a 
certain  percentage  of  profit  ? 

Mr.  Adamson.  That  is  the  concern  which  Mr.  Charles  Piez  com- 
pelled to  make  a  new  contract,  changing  from  the  lump-sum  to  the 
cost-plus  basis  

The  Chairman  (interposing).  I  am  not  asking  about  Mr.  Piez  or 
a  different  contract,  or  anytmng,  but  I  am  asking  if  that  is  the  con- 
cern  

Mr.  Adamson  (interposing) .  I  am  giving  you  an  explanation. 
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The  Chairman.  Will  you  answer  the  question  ?  Read  the  ques- 
tion. 

(Thereupon  the  reporter  read  the  question  referred  to,  as  follows :) 

Now,  was  it  the  concern  that  reduced  the  claim,  or  the  appai'ent  amount  due  by 
some  $20,000,000  and  gave  as  a  reason  a  resolution  of  their  board  of  directors  limiting 
them  to  a  certain  percentage  of  profit? 

Mr.  Adamson.  The  American  Shipbuilding  Co.  did  not,  itself, 
reduce  that  amount,  as  I  started  to  explain,  Mr.  Chairman. 

The  Chairman.  Now,  I  am  perfectly  wiUing  for  you  to  explain; 
what  was  the  history  of  the  contractual  relations  of  the  Shipping 
Board  with  that  concern  ? 

Mr.  Adamson.  Well,  we  had  a  very  large  number  of  contracts  with 
them;  that  is,  a  contract  for  a  very  large  number  of  ships,  and  the 
contracts  were  made  at  lump-sum  prices,  which  were  regarded  as 
being  rather  high,  an(J  there  was,  as  I  am  informed,  quite  a  definite 
understanding  at  the  time  that  there  would  be  a  revision  of  prices 
downward  in  case  the  developments  should  justify  it.  Some  time  in 
the  summer,  I  believe,  of  1918,  Mr.  Piez  happened  across  a  copy  of 
their  financial  statement,  the  financial  statement  of  the  American 
Shipbuilding  Co.,  which  showed  quite  a  large  profit,  and  I  think  he 
then  called  upon  them  to  come  in  and  make  new  contracts  on  a  cost- 
plus  basis,  which  would  absolutely  prohibit  any  excess  profits. 

The  Chairman.  Cost  plus  what? 

Mr.  Adamson.  Cost  plus  10  per  cent.    And  as  a  result  of  that 
they  did  make  a  ne\v  cost  plus  contract.  No.  521. 
The  Chairman.  Covering  

Mr.  Adamson  (interposing) .  Covering  all  of  the  hmip-sum  con 
tracts  into  this  one  cost-plus  contract. 

The  Chairman.  Covering  work  which  was  in  progress  under  pre- 
vious contracts  ? 

Mr.  Adamson.  Yes;  this  was  retoractive,  put  on  the  cost-plus 
basis,  and  absolutely  prohibited  any  profits  in  excess  of  10  per  cent. 
This  was  a  contract  which  was  designed  to  make  excess  profits 
impossible,  which  was  made  in  October,  1918.  It  was  estimated  at 
that  time  that  the  savings  effected  by  the  contract  which  Mr.  Piez 
made  with  them,  changing  from  these  various  lump-sum  contracts 
into  the  cost-plus  contract,  amounting  to  about  $20,000,000.  That 
is  all  I  have  ever  known  the  American  Shipbuilding  Co.  to  forego 
in  the  way  of  profits  or  prospective  profits. 

The  Chairman.  Do  you  know  anything  about  a  resolution  of 
their  board  of  directors  limiting  them  to  a  10  per  cent  profit? 

Mr.  Adamson.  Yes;  that  resolution  was  incorporated  m  the  con- 
tract which  Mr.  Piez  made  with  them,  in  October,  1918. 

The  Chairman.  How  is  that? 

Mr.  Adamson.  That  was  incorporated  in  their  contract,  wherein 
they  set  that  up  aa  a  preamble,  and  what  yon  might  regard  as  a 
preachment  against  profits  in  the  contract. 

The  Chairman.  Now,  what  was  the  settlement  with  them  ? 

Mr.  Adamson.  The  final  settlement  was  made  in  May,  1919  and 
I  think  the  final  settlement  figure  was  $131,813,000. 

The  Chairman.  What  was  the  original  lump-sum  contract? 

Mr.  Adamson.  The  original  lump-sum  contracts — they  were  for 
$139,095,250;  that  was  the  lump-sum  contracts  for  176  sfiips. 
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The  Chairman  .  How  many  ships  did  they  complete  ? 
Mr.  Adamson.  All  of  them. 

The  Chairman.  And  they  were  settled  with  for  one  hundred  and 
thirty-one  million  dollars  odd  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  So,  irrespective  of  claims  for  overtime,  experts, 
and  various  other  matters  on  the  face  of  the  contract,  there  was  a 
diflference  of  some  $8,000,000,  which  resulted  in  a  saving  to  the^ 
Government '? 

Mr.  Adamson.  No.  At  the  time  the  final  settlement  was  made 
these  lump-sum  contracts  did  not  exist,  and  we  were  not  liable  for 
$139,000,000,  but  were  liable  for  only  the  cost,  plus  10  per  cent. 

The  Chairman.  I  am  talking  about  the  changing  from  the  lump 
sum  to  the  cost  plus,  and  the  saving. 

Mr.  Adamson.  The  saving  was  greater  than  indicated  in  that 
difference. 

The  Chairman.  I  know;  but  I  am  talking  about  the  saving  in 
changing  from  the  lump  sum,  and  that  provided  for  in  the  cost  plus. 
Of  course,  imder  the  lump  sum  there  would  have  been  claims  for 
experts  and  other  things  wnich  would  have  brought  the  $139,000,000 
up  to  much  more  than  that. 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Now,  that  settlement,  you  say,  was  not  made  by 
the  district  adjuster,  or  the  construction  claims  board  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  But  was  made  by  Mr.  Gillen  ? 
Mr.  Adamson.  Mr.  Gillen  was  the  man  that  handled  it  for  Judge 
Payae. 

The  Chairman.  Handled  it  for  Judge  Payne  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  When  was  that  settlement  ? 

Mr.  Adamson.  I  think  the  date  of  the  settlement  contract  was 
October  24,  1919. 

The  Chairman.  Did  that  contract  come  under  your  observation 
for  investigation  or  recommendation  ? 

Mr.  Adamson.  The  contract  did  not,  but  the  proposed  settlement 
did. 

The  Chairman.  I  meant  the  settlement. 

Mr.  Adamson.  The  proposed  settlement  did. 

The  Chairman.  Did  you  make  a  recommendation  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  did  you  recommend  ? 

Mr.  Adamson.  I  recommended  that  no  settlement  be  made  until 
after  we  could  make  an  audit  to  determine  just  what  our  ultimate 
obligations  would  be,  because  it  appeared  to  me  that  the  amount 
claimed  would  be  greater  than  our  liability  would  be  under  this  cost- 
plus  contract. 

The  Chairman.  Was  an  audit  made  ? 

Mr.  Adamson.  No,  sir.  They  decided  that  it  would  be  an  expen- 
sive thing  to  make  an  audit,  and  they  wanted  to  go  ahead  and  make 
the  settlement,  and  one  of  the  reasons  for  makmg  this  settlement 
was  to  avoid  an  audit. 

The  Chairman.  Well,  did  you  have  any  information  before  you  • 
upon  which  you  were  prepared  to  say  that  the  proposed  settlement 
was  excessive  in  amount  ? 
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Mr.  Adamson.  I  had  no  absolutely  certain  ii^ormation.  At  that 
time  Mr.  L.  E.  Houston  was  one  of  my  assistants;  Mr.  Houston  had 
been  district  comptroller  of  the  Great  Lakes  district,  and  had  had 
an  opportimity  to  closely  observe  the  work  in  the  American  Shipyards, 
and  it  was  his  opinion  that  the  costs  under  the  cost-plus  contract 
would  be  less  than  the  $132,515,000  claimed  by  the  American  Ship- 
building Co. 

.  The  Chairman.  Do  you  know  what  he  based  his  opinion  on  ? 
Mr.  Adamson.  Just  from  his  knowledge  of  the  conditions  there, 
and  the  cost  of  accoimtmg;  the  ships  completed,  and  his  general 
knowledge  of  the  conditions. 

The  Chairman.  Well,  the  same  knowledge  that  these  district  ad- 
justers have  now  in  making  recommendations  ? 

Mr.  Adamson.  Oh,  no;  a  much  more  intimate  knowledge,  growing 
out  of  the  daily  handling  of  the  forces  of  this  corporation. 

The  Chairman.  Did  he  fix  any  figure  which  he  thought  was  a 
proper  settlement? 


up  a  reliable  figure  without  a  real  audit. 

The  Chairman.  A  real  audit  would  have  cost  practically  as  much 
as  the  amount  in  the  settlements  ? 

Mr.  Adamson.  Well,  the  amount  involved  in  the  settlement  was 
millions,  and  the  amount  of  an  audit  would  have  been  probably 
$50,000  or  $60,000. 

The  Chairman.  You  could  have  audited  the  books  of  that  com- 
pany for  that  amount  under  these  contracts  ? 


The  Chairman.  Did  you  have  auditors  there  in  their  yard  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Wliile  the  work  was  going  on  ? 

Mr.  Adamson.  We  had  a  rather  limited  audit  during  the  lump-sum 
period,  because  it  was  not  necessary  to  get  their  costs.  Of  course, 
after  the  cost-plus  contract  was  made,  then  we  had  a  rather  real 
audit. 

The  Chairman.  Well,  as  a  result  of  any  of  these  auditors'  reports 
could  you  ascertain  whether  there  was  any  excessive  costs  allowed  ? 
Mr.  Adamson.  Not  any  excessive  costs  at  that  time. 
The  Chairman.  Yes. 

Mr.  Adamson.  No;  there  was  nothing  to  indicate  there  was  any 
excessive  costs.  In  fact,  the  indications  were  that  the  ships  would 
be  built  at  a  considerably  less  price  than  had  been  anticipated. 

The  Chairman.  Then  what  is  it  that  you  base  your  belief  on  that 
this  settlement  for  $131,000,000  should  not  have  been  made  because 
a  thorough  audit  would  have  shown  a  less  amount  due  ? 

Mr.  Adamson.  I  base  it  largely  on  what  Mr.  Houston  told  me  about 
conditions  there;  and  then  I  felt  this  way,  that  the  contractor  himself 
would  not  have  come  along  and  set  up  a  maximum  of  $131,515,800  as 
the  ultimate  cost,  if  he  had  not  felt  it  was  a  pretty  high  figure.  The 
contractor  refused  to  certify  that  figure  in  presenting  his  proposal  for 
settlement.  He  made  it  quite  clear  that  he  could  not  certify  those 
figures,  or  guarantee  them  m  any  way  as  being  too  high  or  too  low. 

The  Chairman.  Then  that  proposal,  or  that  claim,  was  not  sub- 
mitted under  oath  ? 

Mr.  Adamson.  No;  the  proposal  was  in  the  form  of  a  letter. 
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The  Chairman.  Then  the  situation  is,  with  reference  to  this  con- 
tract, that  the  settlement  was  negotiated  in  behalf  of  the  Shipping 
Board  and  the  Fleet  Corporation  by  Mr.  Gillen  and  effected  by  the 
chairman  of  the  board,  Judge  Payne  ? 
•  Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  because  there  wasn't  any  audit  made,  you 
have  a  feeling  that  the  settlement  was  excessive  ? 

Mr.  Adamson.  Well,  I  have  this  feeling:  That  nobody  knows 
whether  it  is  excessive  or  not;  that  it  is  an  imwise  thing,  when  we  are 
protected  by  a  contract  which  limits  us  to  cost  plus  10  per  cent  to 
make  a  settlement  on  some  estimated  cost.  I  think  we  ought  to  have 
taken  a  chance  on  the  completion  of  the  contracts  and  find  out  just 
what  the  costs  should  be. 

The  Chairman.  Now,  this  cost  plus  permits  a  percentage  upon  the 
increased  wage  allowances  ? 

Mr.  Adamson.  That  was  never  determined.  In  other  contracts 
where  the  contract  on  its  face  did  permit  it  I  raised  the  question  with 
the  legal  division,  I  obtained  opinions  to  the  effect  that  we  did  not  have 
to  pay  any  profit  on  the  increased  wage,  but  as  this  contract  was 
converted  into  a  lump-sum  contract,  it  was  too  late. 

The  Chairman.  Wnat  did  you  say? 

Mr.  Adamson.  I  say,  this  contract  having  been  converted  into  a 
lump-sum  contract  in  the  final  settlement,  we  can  not  then  raise  the 
question.  Of  course,  as  the  settlement  was  made,  the  profits  were 
paid  on  the  increased  wages. 

The  Chairman.  What  do  you  mean  that  it  was  converted  to  a 
lump  sum;  I  thought  it  started  out  as  a  lump  sum  and  was  changed 
to  a  cost  plus  ? 

Mr.  Adamson.  Yes;  and  then  reconverted  to  a  lump  sum. 

The  Chairman.  A  new  contract  made  ? 

Mr.  Adamson.  Yes;  the  one  we  have  been  discussing,  by  Mr.  Gillen. 

The  Chairman.  That  was  the  contract  for  settlement? 

Mr.  Adamson.  Yes,  the  lump  sum  up  to  that  date.  Of  course,  any 
extras  after  the  settlement  must  be  paid  for  separately. 

The  Chairman.  Was  the  settlement  made  before  the  ships  were 
completed  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  delivered  ? 

Mr.  Adamson.  Oh,  certainly.    This  settlement  was  made  when  we 


The  Chairman.  The  final  settlement  of  this  company  was  made 
before  their  contract  was  completed  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Well,  do  you  know  of  any  other  cases  in  which 
that  has  been  done  ? 

Mr.  Adamson.  I  do  not  recall  any  right  now,  but  I  am  sure  there 
have  been  other  adjustment  contracts  made. 

The  Chairman.  Why  was  that  done? 

Mr.  Adamson.  Well,  I  thought  in  this  case  that  one  of  the  things 
they  had  in  mind — the  contractor  had  in  mind — ^was  to  get  a  settle- 
ment which  would  enable  him  to  handle  his  matter  of  income  taxes 
with  a  little  freer  hand.  I  think  that  was  one  of  the  reasons  stated. 
It  was  a  question  of  taxes  and  the  amount  to  be  allowed  in  amortiza- 
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The  Chairman.  And  for  that  reason  they  settled  before  the  ships 
were  completed  or  delivered  ? 

Mr.  Adamson.  That  was  one  of  the  reasons. 

The  Chairman.  Were  any  anticipated  profits  penjaitted  in  this 
contract  of  settlement  ? 

Mr.  Adamson.  The  contract  of  settlement  was  based  on  figures 
supplied  by  the  contractor,  which,  of  course,  included  his  anticipated 

f)ront  of  10  per  cent  for  the  work  yet  to  be  done.  Inasmuch  as  the  ^ 
ump-sum  price  used  in  this  contract  was  for  the  completed  program,  * 
ther  had  to  include  their  anticipated  profits. 

Mr.  Connally.  Let  me  ask  right  there:  You  do  not  mean  to  say 
that  this  settlement  was  had  and  money  paid  before  the  ships  were 
completed  and  dehveredl  You  simply  mean  that  they  agreed  on 
this  amount? 

Mr.  Adamson.  Absolutely:  yes,  sir. 

Mr.  Connally.  As  the  full  price,  before  the  completion  and  de- 
livery of  tnose  ships,  and  withheld  the  payment — 1  do  not  mean  all 
of  it,~  but  made  along  as  the  ships  were  delivered.  Is  that  what  you 
mean  ? 

Mr.  Adamson.  Yes.  As  a  matter  of  fact,  when  this  settlement 
was  made,  we  had  paid  all  but  $10,000,000  of  the  $131,000,000. 

Mr.  Connally.  Then,  these  ships  were  afteiwards  completed  and 
delivered  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  When  was  the  $10,000,000  paid? 

Mr.  Adamson.  I  do  not  believe  there  has  been  a  final  payment  on 
the  contract,  Mr.  Chairman.  I  think  there  has  been  quite  a  number 
questions  about  extras. 

The  Chairman.  Then,  there  has  not  been  a  settlement  with  this 
shipbuilding  company  ? 

Mr.  Adamson.  Of  course,  the  big  basis  of  settlement  is  laid  down 
in  this  settlement  contract. 

The  Chairman.  That  was  not  the  settlement  contract,  was  it? 

Mr.  Adamson.  We  settled  on  the  contract  price  for  the  ships. 

The  Chairman.  It  was  not  any  more  of  a  contract  than  any 
contract  for  ships  ? 

Mr.  Adamson.  It  was  a  contract  

The  Chairman  (interposing).  It  was  not  the  contract  settlement? 
Mr.  Adamson.  We  have  always  regarded  it  as  a  reconversion  into 
the  lump-sum  contract. 

The  CHAIRMAN.  And  not  a  contract  of  settlement  at  all? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  So  thev  started  out  with  the  American  Shipbuild- 
iiig  Corporation  in  Cleveland  for  a  number  of  ships,  and  after  Mr. 
Piez  saw  the  firfancial  statement  which  indicated  to  him  they  w^ere 
making  excessive  profits  he  brought  the  company  in  and  required 
them  to  go  ahead  imder  a  cost-plus  contract,  and  when  the  cornpany 
had  proceeded  aloi^  under  that  conversion  of  contract,  Mr.  Gillen 
negotiated  a  change  of  that  contract  for  the  completion  of  the  remain- 
ing ships  to  be  built,  and  those  under  construction,  back  into  a 
luinp-sum  contract  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  they  went  ahead  and  delivered  the  ships  and 
no  final  settlement  has  ever  been  passed  under  this  last  contract? 
Mr.  Adamson.  That  is  correct. 
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The  Chairman.  So  the  Gillen  negotiation  was  not  a  contract  of 
settlement  at  all,  any  more  than  any  contract  for  the  completion  of 
ships  was  a  contract  of  settlement;  the  money  has  not  been  paid,  and 
there  are  still  some  claims, pending  to  be  adjusted? 

Mr.  Adamson.  That  is  correct. 

The  Chairman.  Have  you  examined  the  papers  and  arguments  in 
this  particular  case ;  are  you  f  amihar  with  them  ? 
Mr.  Adamson.  Just  fairly. 

The  Chairman.  And  it  is  your  understanding  that  the  American 
Shipbuilding  Corporation  did  not  come  in  voluntarily  and  say  ^^That 
imder  a  vote  of  our  board  of  directors  we  are  not  permitted  to  receive 
more  than  10  per  cent  profit,  and  we  are  entitled  to  so  much  money, 
which  is  some  twenty  odd  million  dollars  more  than  that  10  per  cent, 
and  we  refimd  that  to  you^^  ? 

Mr.  Adamson.  I  do  not  believe  it  was  a  voluntary  act  on  the  part 
of  the  contractor,  but  that  the  contrary  is  true,  that  they  were  asked 
to  come  and  then  they  did  agree,  and  the  board  of  directors  did  adopt 
such  a  resolution  as  was  indicated. 

The  Chairman.  But  the  resolution  was  adopted  afterwards,  and 
not  before  ? 

Mr.  Adamson.  I  do  not  recall  the  date  of  the  resolution. 

The  Chairman.  At  least  the  resolution  was  not  of  record,  according 
to  your  recollection,  at  the  time  they  entered  into  the  lump-sum 
contract  ? 

Mr.  Adamson.  No;  the  resolution  was  not  adopted  at  that  time, 
and  was  not  adopted  until  quite  a  long  time  afterwards. 

The  Chairman.  Do  you  Know  anytning  about  the  settlement,  or 
did  you  have  anything  to  do  with  the  settlement  of  the  White  Haven 
shipbuilding  contract  ? 

Mr.  Adamson.  I  had  nothing  to  do  with  its  settlement. 

The  Chairman.  Was  that  passed  upon  by  the  construction  claims 
board? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Has  that  been  settled? 

Mr.  Adamson.  The  board  of  trustees  has  passed  two  resolutions 
which  settled  it — I  believe  the  last  resolution  was  in  settlement  of  all 

claims  which  accrued  

The  Chairman  (interposing).  When  I  used  the  term  "settlement,'' 
Mr.  Adamson,  I  mean  has  the  money  been  paid,  and  is  the  shipbuild- 
ing company  clear  of  all  claims;  have  they  paid  the  money  and 


Mr.  Adamson.  My  opinion  is  that  the  money  has  been  paid;  that 
all  money  which  was  required  to  be  paid  imder  the  last  resolution  of 
the  board  of  trustees  has  been  paid. 
The  Chairman.  How  much  was  that  ? 
Mr.  Adamson.  $30,000  in  final  settlement. 
The  Chairman.  How  much  was  the  claim  ? 

Mr.  Adamson.  I  do  not  recall  the  exact  figures  of  the  claim;  it 
would  have  been  in  excess  of  that  amount.  Of  course,  Mr.  Chairman, 
that  was  only  a  balance.  And  further  credit  had  been  given  the  con- 
tractor before  this  $30,000.  There  was  quite  a  diflFerence  between 
our  figures  and  the  White  Haven  Co.'s  figures.  We  thought  the  con- 
tractor would  owe  us  quite  a  considerable  sum  of  money. 

The  Chairman.  That  is,  the  construction  claims  board  did  ? 
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Mr.  Adamson.  The  general  comptroller's  department  and  the  dis- 
trict comptroller's  thought  they  would  owe  us  a  considerable  sum  of 
money.  I  want  to  guard  against  any  possible  misimderstanding  of 
my  answer  to  that  question.  You  asKcd  me  whether  the  claims 
board  passed  on  this  mattei^  and  I  said  yes.  The  claims  b6ard  passed 
on  one  phase  of  this  matter,  which  was  a  claim  for  $102,000  for 
increased  wage  awards. 

The  Chairman.  What  did  you  recommend? 

Mr.  Adamson.  I  recommended  that  nothing  be  allowed,  and  the 
claims  board  adopted  a  resolution  disallowing  the  claim. 

The  Chairman.  Now,  how  could  that  shipbuilding  concern  owe 
the  Shipping  Board  money  under  its  contract,  unless  some  over- 
payments had  been  made  ? 

Mr.  Adamson.  Because  of  advances  that  had  been  made,  either  in" 
materials  or-  cash. 

The  Chairman.  Well,  does  not  the  Shipping  Board  have  any  way 
of  supervising  advances  in  materials,  so  that  they  know  whether 
they  are  overpaying  or  overadvancing  to  a  concern  ? 

Mr.  Adamson.  It  has  ways,  Mr.  Chairman;  but  you  will  appreciate 
that  during  the  war,  when  there  was  a  demand  for  ships,  in  certain 
cases  contractors  were  not  able  to  finance  themselves  and  carry  on 
the  work,  and  it  became  necessary  for  the  Fleet  Corporation  to  carry 
on  the  work  and  finance  them,  and  in  many  cases  they  were  overpaid; 
that  is,  more  advances  than  they  had  because  of  its  progress  of  the 
work. 

The  Chairman.  Now,  do  you  know  of  any  contractors  which  were 
overpaid,  and  which  in  a  final  settlement  has  resulted  in  them  paying 
back  to  the  Shipping  Board,  rather  than  the  Shipping  Board  owing 
them  anything,  or  paying  them? 

Mr.  Adamson.  Oh,  yes;  I  think  we  have  had  a  number  of  cases  like 
that. 

The  CfaAiRMAN.  Can  you  recall  any  one? 

Mr.  Adamson.  I  can  not  recall  offhand.  There  are  so  many.  I 
think  you  will  find  a  number  of  cases  where  the  contractor  has  owed 
us  money? 

The  Chairman.  And  has  paid  money? 

Mr.  Adamson.  And  has  paid  money. 

The  Chairman.  So  that  the  Government  has  suffered  no  loss  on 
account  of  the  dealings  with  that  particular  concern? 
Mr.  Adamson.  That  is  right. 

The  Chairman.  Now,  you  say  there  was  $102,000  of  awards  of 
claims  for  increased  wage  allowances  which  your  board  passed  upon 
and  disallowed? 

Mr.  Adamson.   That  is  correct. 

The  Chairman.  That  has  not  been  paid  ? 

Mr.  Adamson.  Well  

The  Chairman  (interposing).  Or  allowed  and  settled? 

Mr.  Adamson.  The  contractors'  claims  and  our  allowances  were 
quite  far  apart.  In  order  to  pay  the  contractor  anything  at  all, 
allowances  had  to  be  made  on  his  claims — ^well,  I  will  say  roughly 
$140,000 — that  is,  I  do  not  recall  the  exact  figures,  but  let  us  assume 
that  from  our  statement  of  accounts  the  contractor  owed  us  $100,000. 
In  order  to  let  him  get  any  money  at  all  w^  would  first  have  to  make 
him  an  award  sufficient  to  wipe  out  what  he  owed  us,  and  then  a 
further  award  of  $30,000  to  make  any  payment  to  him. 
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The  Chairman.  How  many  ships  did  this  concern  build  ? 
Mr.  Adamson.  Two. 
The  Chairman.  Where  ? 
Mr.  Adamson.  In  Maryland. 
The  Chairman.  Were  they  completed^ 
Mr  4nAMSON.  I  think  they  were  entirely  completed. 
ThA  r^ATHM^T^  T>o  you  know  what  the  contract  called  for;  how 
many? 

Mr.  Adamson.  For  two.  They  were  schooner  barges,  the  contract 
price  being  $190,000  each.  There  were  two  objections  which  we  had 
to  the  wage  claim.  In  the  first  instance,  that  we  were  not  legally 
liable  for  those  increases,  because  under  the  contract  he  was  hable 
for  the  wages  as  then  established,  and  the  other  contractors  with  whom 
contracts  were  let  in  the  same  district  and  the  same  form  of  contract, 
never  put  in  any  claims  for  increased  wage  awards.  Another  objec- 
tion was  that  his  claim  included  a  10  per  cent  profit  on  the  increased 
wage  cost,  and  naturally  we  tried  to  follow  the  policy  that  no  profits 
should  be  allowed  on  the  increased  wage  cost. 

The  Chairman.  I  understand  you  to  say  there  had  been  two  reso- 
lutions passed,  as  you  understood  it,  by  the  board  of  trustees,  fixing 
a  basis  of  settlement? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  was  the  first  amount  agreed  upon  ? 

Mr.  Adamson.  I  think  it  granted  a  credit  of  $102,424.64  on  account 
of  the  wage  claim. 

The  CeS-IRMan.  And  that  is  all  there  was  to  the  settlement  ? 

Mr.  Adamson.  To  that  claim.  Now,  that,  in  itself,  did  not  permit 
of  any  payment  to  the  contractor. 

The  Chairman.  No;  and  then  there  was  ano4;her  

Mr.  Adamson  (interposing).  Shortly  thereafter  there  was  another 
resolution  which  made  a  fmal  settlement  with  them  and  awarded 
$30,000  as  payment  to  the  contractor,  in  final  settlement. 

The  Chairman.  Did  it  include  the  credit  of  $102,000? 

Mr.  Adamson.  I  never  understood  clearly  what  it  did  include,  but 
it  included  sufficient  to  wipe  out  the  debt  of  the  contractor  to  us, 
and  made  us  owe  him  $30,000. 

The  Chairman.  Were  either  of  those  resolutions  authorizing  settle- 
ment based  upon  recommendations  which  you  or  the  comptroller's 
department  made  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  the  settlement 
of  the  Terry  Shipbuilding  Corporation  claims  ? 
Mr.  Adamson.  No,  sir. 
The  Chairman.  Were  they  settled  ? 

Mr.  Adamson.  We  could  not  call  it  a  settlement,  exactly.  We 
made  a  new  form  of  contract  which  it  was  understood  would  be  a 
basis  of  settlement. 

The  Chairman.  Was  that  handled  in  the  regular  way? 

Mr.  Adamson.  It  was  not  handled  under  the  same  procedure  as  is 
followed  now. 

The  Chairman.  Well,  was  it  handled  under  the  procedure  that  was 
followed  then;  any  general  procedure? 

Mr.  Adamson.  w31,  there  was  not  at  that  time  any  definite 
procedure.    The  claims  board,  as  now  constituted,  had  not  begun 
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to  function  as  it  is  now,  and  the  general  comptroller's  department 
did  not  have  the  same  relation  to  it.  And,  Mr.  Chairman,  when  you 
ask  me  if  it  was  handled  in  the  regular  way,  I  do  not  want  to  be 
understood  in  my  answer  as  indicating  that  it  was  handled  in  any 
irregular  way.  It  was  quite  regular  and  quite  proper  for  the  chairman 
of  the  board  of  trustees  to  take  up  a  case  and  negotiate  a  settlement. 

The  Chairman.  And  each  case  was  adjusted  in  accordance  with 
the  facts  existing  in  that  particular  case  ? 

Mr.  Adamson.  Well,  you  mean  this  Terry  settlement  w  as  made  in 
that  way  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  I  do  not  believe  the  Terry  contract  of  April  7,  1920, 
was  based  cm  reliable  facts. 

The  Chairman.  Who  negotiated  that  settlement  ? 

Mr.  Adamson.  My  understanding  is  that  it  was  negotiated  directly 
between  Judge  Payne  and  the  officials  of  the  Terry  Shipbuilding 
Corporation. 

The  Chairman.  Well,  did  you  have  occasion  to  look  into  the 
matter? 

Mr.  Adamson.  After  the  settlement  was  made  I  had  occasion 
to  look  into  it.  When  it  came  over  to  us  the  contracts,  I  believe, 
were  brought  over  by  the  officials  of  the  company,  who  wanted  some 
immediate  payment  made,  and  I  took  the  matter  up  with  some  of 
the  officials  at  F  Street,  and  we  did  not  make  any  payinent  then,  and 
I  then  wrote  a  report  suggesting  that  the  contract  might  be  reopened. 

The  Chairman.  Was  it  ? 

Mr.  Adamson.  It  was. 

The  CHAIRMAN.  So  the  settlement  was  not  made  on  the  original 
basis  of  the  settlement  agreed  upon  ? 

Mr.  Adamson.  Well,  there  were  certain  changes.  On  April  17  a 
supplemental  agreement  was  made,  which  did  not  wipe  out  these 
April  7  contracts  but  made  certain  changes  in  the  terms  which  were 
simply  beneficial  to  the  Fleet  Corporation. 

The  Chairman.  That  was  as  a  result  of  your  recoDMnendations  ? 

MDr.  Adamson.  That  was  as  a  result,  as  I  understand  it,  of  this 
report  which  we  made,  calling  attention  to  certain  figures  which  were 
in  disagreement  with  the  figures  usfed  when  Jmdge  Payne  was 
handling  it. 

The  Chairman.  How  much  was  the  total  amount  involved  in  the 
original  arrangement? 

Mr.  Adamson.  The  total  amount  was  over  $8,000,000. 

The  Chairman.  How  much  was  involved  as  a  result  of  your 
recoDMnendations  ? 

Mr.  Adamson.  They  did  not  reopen  and  go  into  the  case  on  the 
basis  of  reaudit  figures.  They  only  reopened  it  to  this  extent,  that 
they  required  the  contractor  to  pay  a  larger  price  for  the  materials 
taken,  and  also  eliminated  an  amount  by  the  Fleet  Corporation  for 
converting  certain  dry  cargo  space  into  oil  carrying  capacity. 

The  C^iRMAN.  How  much  was  the  basis  oi  settlement  after  the 
contract  had  been  reopened  ? 

Mr.  Adamson.  As  1  recall,  it  was  just  $225,000  to  the  advantage 
of  the  Fleet  Corporation  in  that  instance. 

The  Chairman.  Was  there  any  other  unexplained  loss  in  connec- 
tion with  that  adjustment  ? 
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Mr.  Adamson.  I  do  not  know  just  how  to  answer  on  an  unexplained 
loss.  Of  course,  we  suffered  a  heavy  loss  on  the  sale  of  materials  as 
we  had  to  suffer  in  practically  all  sales  of  materials,  but  I  guess  you 
could  explain  the  loss. 

The  Chairman.  Well,  were  there  any  other  matters  which  you 
went  into  after  those  papers  came  to  you,  after  the  first  adjustment 
agreement  was  entered  into,  where  you  recommended  further  deduc- 
tions which  were  made,  or  which  were  not  made  ? 

Mr.  Adamson.  Why,  it  was  my  hope  that  they  would  reopen  the 
case  and  go  into  it  on  its  merits,  so  I  asked  Mr.  John  and  Mr.  Russ, 
the  officials  of  the  Terry  Corporation,  to  come  to  my  office,  so  they 
came  over  and  spent  several  days  right  after  this  first  contract  was 
made;  and  I  tried  to  get  from  them  an  exact  statement  of  their 
claims.  I  then  discovered  that  they  were  rather  vague  as  to  their 
own  claims  and  these  statements  which  I  got  from  them  were  appar- 
ently somewhat  at  variance  with  the  figures  they  had  given  to  Judge 
Payne.  ^ 

The  Chairman.  Did  they  have  their  books  and  documents  with 
them? 

Mr.  Adamson.  They  did  not  have  their  books  with  them. 
The  Chairman.  Then  they  had  to  deal  from  memory? 
Mr.  Adamson.  They  did  have  certain  documents  when  they  were 
talking  to  me,  but  apparently  were  depending  on  memory  when  they 


and  in  the  limited  time  wliich  I  had,  which  indicated  that  their 
allowances  were  excessive. 

The  Chairman.  And  did  you  indicate  any  sum  in  which  they 
might  be  excessive  ? 
Mr.  Adamson.  Yes,  sir. 
The  Chairman.  How  much  ? 

Mr.  Adamson.  I  can  not  recall — I  would  have  to  get  the  report, 
Mr.  Chairman. 

The  Chairman.  Did  you  make  a  written  report  of  this? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  the  Merrill- 
Stevens  settlement  ? 

Mr.  Adamson.  Well,  I  have  had  something  to  do  with  the  handling 
of  the  case  prior  to  its  settlement.  I  did  not  have  anything  to  do 
with  the  settlement  as  made. 

The  Chairman.  That  did  not  follow  the  procedure  you  have  indi- 
cated here,  going  to  you  and  then  the  district  board  ? 

Mr.  Adamson.  No  ;  it  did  not  go  to  the  district  board. 

The  Chairman.  Did  it  go  to  the  claims  board  ? 

Mr.  Adamson.  Yes,  sir.  , 

The  Chairman.  Before  an  adjustment  agreement  was  made? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  amount  was  recommended  by  your  board 
as  a  basis  of  settlement  ? 

Mr.  Adamson.  Well,  I  do  not  want  any  confusion  about  this,  Mr. 
Walsh.  I  am  with  the  general  comptroller.  I  simply  report  to  the 
claims  board  and  the  claims  board  then  passes  a  resolution  recom- 
mending settlement,  I  think,  on  the  basis  that  was  finally  adopted. 

The  Chairman.  What  was  that? 
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Mr.  Adamson.  Well,  under  that  settlement  the  Fleet  Corporation 
took  title  to  the  South  Jacksonville  plant.  That  was  the  main  plant 
at  South  Jacksonville.  The  Fleet  Corporation  settlement  commit- 
ments amounting  to  about  $349,000.  fhe  Merrill-Stevens  Corpora- 
tion received  title  to  the  Slidell  plant  in  Louisiana,  and  the  Merrill- 
Stevens  Corporation  gave  us  notes  and  mortgages  on  the  North  Jack- 
sonville plant  in  the  amount  of  $300,000. 

Mr.  Steele.  I  did  not  understand  your  answer  about  the  Slidell 
plant. 

Mr.  Adamson.  The  title  to  that  went  to  the  Merrill-Stevens  Cor- 
poration. 

Mr.  Steele.  What  was  that  valued  at? 

Mr.  Adamson.  The  valuations  ranged  from  $200,000  to  $300,000. 
I  think  probably  $250,000  would  have  been  the  best  estimate  of  its 
value. 

The  Chairman.  What  did  you  say  about  the  Slidell  plant  ? 
Mr.  Adamson.  That  was  the  value  of  the  Slidell  plant. 
The  Chairman.  What  else  was  it  you  said  ? 

Mr.  Adamson.  We  received  a  mortgage  on  the  North  Side  plant  of 
the  Merrill-Stevens  Corporation  to  guarantee  the  payment  of  that 
amount  of  money  to  us. 

The  Chairman.  Now,  was  this  a  case  in  which  an  agreement  was 
made  as  to  settlement  and  later  was  reopened,  or  was  this  case  settled 
upon  the  basis  of  the  first  agreement  made  ? 

Mr.  Adamson.  I  do  not  know  of  any  reopening  of  this  case,  Mr. 
Walsh,  except  possibly  

The  Chairman  (interposing).  How  much  money  was  paid  to  the 
Merrill-Stevens  Corporation  in  settlement,  or  how  much  was  found 
due  or  recommended  to  be  paid  ? 

Mr.  Adamson.  They  were  to  pay  us  this  $300,000. 

The  Chairman.  Were  there  any  bonds  involved  in  the  contract  in 
this  case  which  were  later  found  to  be  worthless  ? 

Mr.  Adamson.  Well,  there  were  bonds  which  we  took  over,  whether 
th^  were  worthless  or  not  I  could  not  say. 

The  Chairman.  What  were  they  taken  over  for? 

Mr.  Adamson.  As  partial  security. 

The  Chairman.  What  bonds  were  they  ? 

Mr.  Adamson.  I  can  not  say  definitely;  some  bonds  of  the  Slidell 
Co.  and  the  Merrill-Stevens  Corporation. 

The  Chairman.  And  the  Fleet  Corporation  and  the  Shipping  Board 
have  title  to  those  properties  down  there  now  ? 

Mr.  Adamson.  The  Fleet  Corporation  took  title  to  the  South  Jack- 
sonville plant,  but  I  believe  has  since  sold  that  plant. 

The  Chairman.  How  about  the  Slidell  plant  ? 

Mr.  Adamson.  That,  I  have  heard,  has  been  sold  by  the  Merrill- 
Stevens  Corporation. 

The  Chairman.  I  thought  you  said  we  took  title  to  it. 

Mr.  Adamson.  No;  that  went  to  the  Merrill-Stevens  Corporation. 

The  Chairman.  Did  you  not  just  tell  Mr.  Steele,  when  he  asked 
you  about  the  Slidell  plant,  that  we  took  title  to  it  ? 

Mr.  Adamson.  I  don't  believe  I  did. 

The  Chairman.  What  did  you  say  about  the  Slidell  plant  ? 
Mr.  Adamson.  I  said  that  the  Slidell  plant  became  the  property  of 
the  Merrill-Stevens  Corporation. 
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The  Chairman.  Well,  whose  property  was  it  before  ? 
Mr.  Adamson.  It  was  their  property,  but  this  was  in  final  settle- 
ment. 

The  Chairman.  They  had  a  lot  of  other  property,  did  they  not  ? 

Mr.  Adamson.  They  had  the  South  Jacksonville  property,  which 
th^  turned  over  to  us. 

The  Chairman.  Did  they  have  the  Louisiana  property? 

I^.  Adamson.  The  Louisiana  property  was  the  Slidell  plant. 

The  Chairman.  Was  the  Slidell  plant  involved  here?  The  Slidell 
plant  was  not  involved  ? 

Mr.  Adamson.  Yes;  it  was  involved,  as  well  as  the  other. 

The  Chairman.  They  were  permitted  to  retain  it? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  we  took  title  to  the  other? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  has  been  sold  ? 

Mr.  Adamson.  I  believe  it  has  been  sold. 

The*  Chairman.  Do  you  know  how  much  more  was  allowed  the 
Merrill-Stevens  Corporation  than  you  recommended  ? 

Mr.  Adamson.  1  never  made  a  definite  recommendation  on  the 
settlement.  I  made  a  recoinmendQ,tion  on  one  of  the  proposals 
made  by  Merrill-Stevens,  imder  which  they  were  to  take  over  the 
materials  and  keep  the  South  Jacksonville  plant,  and  give  certain 
ships,  and  I  reported  against  that. 

The  Chairman.  And  it  was  not  done,  was  it  ? 

Mr.  Adamson.  No,  it  was  not  done;  the  contract  was  not  made  on 
that  basis. 

The  Chairman.  Now,  did  you  have  anything  to  do  with  the 
settlement  of  the  Saginaw  Shipbuilding  claims  ? 

Mr.  Adamson.  I  reported  on  the  Sagmaw  claims,  yes. 

The  Chairman.  Were  they  settled  in  the  course  of  procedure 
which  you  have  outlined  as  the  general  policy  ? 

Mr.  Adamson.  They  followed  the  general  course.  In  fact,  the 
Saginaw  case  was  before  the  claims  board  on  two  different  occasions. 
When  it  first  came  up  we  had,  instead  of  the  district  adjuster,  a 
district  and  claims  contract  board,  and  that  district  board  passed 
on  the  Saffinaw  case  and  arrived  at  a  settlement,  I  think,  sometime 
in  September  of  last  year,  and  that  settlement  was  reported  to  the 
general  claims  contract  board.  The  contract  was  accepted  by  the 
contractor,  the  Saginaw  Co.,  but  was  not  approved  by  the  general 
claims  and  coni^act  board,  as  it  was  felt  that  the  amortization 
allowances  was  somewhat  excessive. 

The  Chairman.  How  much  was  recommended  ? 

Mr.  Adamson.  I  can  not  give  you  the  figures  offhand.  I  would 
rather  talk  from  the  record  on  that.  But  in  the  settlement  as  made 
the  Saginaw  people  would  have  owed  us  some  small  sum  of  money, 
I  think  $30,000,  because  they  would  have  taken  over  certain  salvage 
materials. 

The  Chairman.  The  general  board  did  not  approve  that? 
Mr.  Adamson.  The  general  board  did  not  approve  it. 
The  Chairman.  Then  what  happened  ? 

Mr.  Adamson.  Then  the  Sagmaw  Co.  withdrew  its  claim .  and 
hired  a  firm  of  public  accoimtants  and  put  in  a  new  claim  which  was 
more  than  $1,000,000  in  excess  of  the  amount  they  had  agreed  to 
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accept,  and  that  claim  was  audited  and  we  reported  upon  it,  and  it 
went  before  the  claims  board. 

The  Chairman.  What  did  you  report  ? 

Mr.  Adamson.  Well,  we  recommended — ^my  recommendation  was 
that  we  should  not  give  an  amoimt  greater  than  the  aifaount  which 
they  had  agreed  to  accept,  which  they  had  in  fact,  formally  accepted, 
in  September  of  last  year. 

The  Chairman.  Well,  what  happened  ? 

Mr.  Adamson.  Well,  the  claims  board  then  passed  upon  the 
matter  and  made  an  award. 
The  Chairman.  How  much  ? 

Mr.  Adamson.  I  do  not  recall  the  exact  amount.  It  was  very 
considerably  in  excess  of  the  old  award  which  had  been  accepted  by 
the  Saginaw  people. 

The  Chairman.  And  not  in  accordance  with  your  recommendation  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Do  you  know  whether  that  has  been  finally 
settled  and  paid  ? 

Mr.  Adamson.  I  do  not  believe  there  has  been  any  final  settlement 
with  the  Saginaw  people.    They  are  still  doing  some  work. 

The  Chairman.  That  is  a  case  where  an  audit  was  made  of  their 
books  by  certified  public  accoimtants,  I  assume  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  they  came  in  with  a  claim  a  great  deal  more 
than  which  they  were  before  willing  to  accept  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  might  have  been  the  result  if  you  had  the 
American  Shipbuilding  Co.'s .books  audited,  might  it  not? 

Mr.  Adamson.  Yes;  but  we  do  not  accept  the  audit  statements  that 
are  handed  in  to  us,  Mr.  Chairman. 

The  Chairman.  You  do  not  accept  a  certified  public  accountant's 
audit? 

Mr.  Adamson.  Not  on  claims. 
The  Chairman.  Not  on  claims  ? 

Mr.  Adamson.  They  usually  involve  fictitious  elements — that  is, 
they  are  not  necessanly  from  the  books;  they  are  not  actual  costs, 
but  simply  claims  that  are  set  up. 

The  Chairman.  When  a  certified  accountant  audits  a  book,  does 
he  not  show  the  amount  of  money  expended  and  what  it  is  expended 
for? 

Mr.  Adamson.  Yes;  but  this  was  not  a  case  of  an  audit  so  much  as 
thepreparation  of  a  claim. 

The  Chairman.  Well,  you  said  they  had  their  books  audited,  I 
understood. 

Mr.  Adamson.  We  had  audited  the  claim ;  the  district  comptroller 
on  two  different  occasions  had  made  an  audit  of  the  claims.  So  far 
as  the  public  accomxtant's  report  on  and  the  work  performed  and 
money  expended  is  concerned,  there  could  not  be  so  much  question 
about  that,  but  it  was  in  the  preparation  of  the  claim  that  we  took 
issue  with  tjiem. 

The  (Airman.  Oh,  yes.  You  do  not  recall  the  amoimt  of  money 
finally  recommended  by  the  general  board  ? 

Mr.  Adamson.  No;  it  is  a  matter  of  record;  I  could  get  it  for  you. 
The  Chairman.  I  wish  you  would  get  that  also. 
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Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  about  the  settlement  of  the  claim  for  the 
JancTce  ?   Did  that  pass  in  the  regular  routine  of  the  claims  board  ? 

Mr.  Adamson.  It  passed  in  what  was  then  the  regular  routine. 

The  CHAiRitfAN.  Is  it  the  routine  you  have  outlined  ? 

Mr.  Adamson.  No,  sir;  this  was  in  July  of  last  year,  before  the  old 
cancellation  claims  board. 

The  Chairman.  Was  that  contract  settled,  do  you  know  ? 

Mr.  Adamson.  I  believe  so. 

The  Chairman.  Did  you  make  a  recommendation  in  that  case  ? 

Mr.  Adamson.  Well,  I  did  not  make  a  written  recommendation. 
I  made  certain  oral  recommendations  before  the  board.  That  claim 
was  reported  upon  by  the  cancellations  section,  which  was  then  a 
sort  of  a  reporting  agency  for  the  claims  board,  and  it  was  discussed 
for  a  number  of  days  before  the  old  claims  board.  I  thought  that 
some  of  the  allowances  for  amortization  were  somewhat  excessive. 

The  Chairman.  How  much  did  that  involve  in  settlement  ? 

Mr.  Adamson.  In  gross  figures  it  involved  quite  a  large  sum  of 
money.    I  do  not  Uke  to  talk  figures  out  of  my  recollection  or  mind. 

The  Chairman.  Well,  thousands,  or  hundreds  of  thousands,  or 
millions  ? 

Mr.  Adamson.  Oh,  yes.  In  the  case  of  the  plant,  I  think  there 
were  about  $600,000  involved  there. 

The  Chairman.  You  do  not  know  whether  that  has  been  finally 
settled  or  not,  you  say  ? 

Mr.  Adamson.  There  has  been  some  final  settlement  of  the  claim, 
but  there  may  be  some  collateral  claims  that  are  still  up  there. 

The  Chairman.  How  can  a  claim  be  settled  and  still  a  lot  of  thmgs 
pertaining  to  it  remain  to  be  settled  ? 

Mr.  Adamson.  That  is  usually  true  of  lots  of  the  settlements 
that  are  made  subject  to  audit. 

The  Chairman.  Then  there  aren't  any  of  them  settled,  are  there  ? 

Mr.  Adamson.  Some  of  them  are  finally  and  definitely  settled,  but 
wo  have  got  to  have  a  final  and  complete  audit  to  know  just  where 
we  stand. 

The  Chairman.  Who  makes  these  audits  ? 

Mr.  Adamson.  The  general  comptroller's  department  makes  the 
audit,  but  there  may  be  some  delay.  We  may  not  be  through  with 
the  figures  we  use  there  finally,  so  we  make  it  subject  to  audit. 

The  Chairman.  When  did  this  go  on  in  the  Jancke  yards;  when  did 
they  build  ships  ? 

Ht,  Adamson.  In  1917  and  1918. 

The  Chairman.  And  that  is  when  most  of  this  work  was  going  on  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  You  say  there  may  be  delayed  billings  on  material  ? 
Mr.  Adamson.  I  did  not  say  in  this  case. 
The  Chairman.  In  some  cases  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Since  1918  there  have  been  no  bills  for  material  ? 
Mr.  Adamson.  Oh,  yes;  they  are  coming  through  all  the  time. 
The  Chairman.  Coming  through  now  ? 

Mr.  Adamson.  Yes;  there  was  a  large  amount  of  billing  for  deliv- 
ered items. 
The  Chairman.  Billings  to  whom? 
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Mr.  Adamson.  To  the  contractor.    There  was  tremendous  con-  • 
fusion  all  the  time,  and  at  times  it  was  not  possible  to  keep  track  of 
the  stuff  from  the  home  office  and  bill  the  contractor. 

The  Chairman.  Why  not  ? 

Mr.  Adamson.  First,  we  would  bill  it  to  the  warehouse,  for  instance, 
and  then  it  would  go  to  the  contractor,  and  then  it  might  be  diverted 
to  another  contractor  who  might  need  the  material  more.  It  is  hard 
to  keep  up  with  it.  The  rebilling  would  have  progressed  very  rapidly 
in  the  last  year,  and  I  think  it  is  fairly  well  cleaned  up.  I  have  not 
followed  it  closely  in  the  last  two  months. 

The  Chairman.  You  mean  to  say  the  Shipping  Board  would  a^ree 
to  send  or  furnish  material  to  a  shipyard  and  start  the  shipment 
and  it  might  go  to  a  warehouse  and  from  thefe  be  started  for  a  certam 
shipyard,  and  on  the  way  to  that  shipyard,  at  some  jimction  point, 
or  elsewhere,  it  would  be  held  up,  sent  to  some  other  shipyard  ? 

Mr.  Adamson.  It  might  have  been  actually  taken  out  of  the  ship- 
yard after  its  arrival  there. 

The  Chairman.  But  it  might  go  to  the  shipyard  and  be  taken  out? 

Mr.  Adamson.  You  might  find,  for  instance,  you  had  sent  certain 
materials  to  the  Standard  Shipbuilding  Corporation,  and  identical 
material  is  needed  in  the  Downey  yard,  and  Do^vney  needs  it  imme- 
diately, and  the  Standard  not  for  two  months,  so  it  would  be  taken 
to  the  Downey  yard. 

The  Chairman.  And  that  happened  in  1918  ? 

Mr.  Adamson.  Practically  all  through  1918. 

The  Chairman.  And  you  have  just  caught  up  with  the  material? 

Mr.  Adamson.  It  was  billed  all  the  time,  but  the  final  work  of 
the  billing  has  not  yet  been  fully  completed. 

The  Chairman.  When  will  it  be  completed,  if  they  keep  on  at 
the  rate  they  are  going  now  ? 

Mr.  Adamson.  1  can  not  tell  you,  Mr.  Walsh.  You  wiU  have  to 
ask  the  gentlemen  in  charge  of  the  accounting  for  that. 

The  Chairman.  Have  you  any  original  invoices  to  go  by  now  ? 

Mr.  Adamson.  Well,  we  have  original  invoices  :  Yes.  You  see,  the 
material — we  might  buy  material  from  a  certain  steel  company, 
and  that  material  would  be  sent  to  a  certain  contractor  to  be  fabri- 
cated, made  into  a  part  which  would  go  to  still  another  manufac- 
turer who  would  use  that  part  in  the  unit  which  would  ultimately 
go  to  the  shipbuilder. 

The  Chairman.  Was  there  any  delay  in  the  manufacturers  of 
fabricated  concerns  getting  their  material  to  the  shipyard  for  the 
work  they  did  ? 

Mr.  Adamson.  They  usually  were  paid  according  to  contract 
relations,  a  percentage  when  the  work  was  done. 

The  Chairman.  They  were  not  paid  until  the  bill  was  presented? 

Mr.  Adamson.  They  were  paid  when  the  stage  voucher  was 
presented. 

Mr.  Chairman.  Was  there  any  delay  in  that  ? 
Mr.  Adamson.  I  do  not  believe  there  was. 

The  Chairman.  So  the  delay  has  been  in  the  Shipping  Board,  or 
Fleet  Corporation  accounting  division  here,  not  getting  these  bills 
out  and  catching  up  with  the  materials  that  have  been  sent  ? 

Mr.  Adamson.  On,  yes.  We  accept  the  responsibility  for  that, 
and  have  very  good  explanations  for  it. 
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The  Chairman.  What  is  the  explanation  of  the  dela}^  ? 
Mr.  Adamson.  These  things  I  have  tried  to  show  you. 
The  Chairman.  I  thought  you  meant  some  other  reason. 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  suflB.cient  force  to  take  care  of  it  ? 

Mr.  Adamson.  We  have  not  had.    I  do  not  know  just  what  t 
force  is  now,  but  I  know  after  we  moved  from  Philadelphia  to  Wa. 
ington  the  force  was  almost  entirely  depleted;  that  is,  the  men  J  od 
the  rebilling  work.  \ 

The  Chairman.  You  say  the  rebilling  work  ?  \ 

Mr.  Adamson.  Yes;  the  billing  to  the  districts,  the  districts  thi.  3D 
billing  it  to  the  contractors.  sx 

The  Chairman.  So  th8  program  here  is  to  bill  it  to  the  distri<|a  ^ts 
and  let  the  districts  bill  it  to  the  contractor? 

Mr.  Adamson.  Yes;  because  the  districts  have  had  the  relations 
with  the  contractors. 

The  Chairman.  Mr.  Adamson^  isn^t  there  any  record  anywhere  to 
show  how  much  material  went  into  a  certain  yard  ? 

Mr.  Adamson.  I  think  so. 

The  Chairman,  Then  what  diflFerence  does  it  make,  in  settling 
with  the  contractor  whether  that  material  started  from  the  manu- 
facturing plant  for  Skowhegan  and  went  to  Jacksonville,  Fla.;  if 
you  have  the  record  to  show  that  that  material  went  into  the  yard 
at  Florida,  why  can't  you  settle  with  that  yard  ? 

Mr.  Adamson.  We  can.  As  I  endeavored  to  show,  we  have  not 
the  complete  record  to  show  what  went  in  there,  and  the  price 
charged  lor  it. 

Tlie  Chairman.  Why  haven't  you  ? 

Mr.  Adamson.  Because  of  the  difficulty  of  catching  up  with  this, 
and  the  amoimt  of  material. 
The  Chairman.  You  had  inspectors  at  every  yard? 
Mr.  Adamson.  Yes  

The  Chairman  (interposing).  And  they  checked  up  the  material 
that  came  in  there,  did  they  not  ? 

Mr.  Adamson.  I  don't  know  that  they  did  in  all  cases. 

The  Chairman.  Then  how  are  you  going  to  show  that  the  material 
went  there  if  you  bill  it  to  them;  suppose  you  bill  a  lot  of  material 
to  a  contractor,  and  the  contractor  says  he  never  got  that,  how  are 
you  going  to  prove  that  he  did  ? 

Mr.  Adamson.  We  usually  have  documentary  proof  that  material 
was  received  in  their  yards. 

The  Chairman.  What  documentary  proof  is  it  ? 

Mr.  Adamson.  You  might  have  some  receipt  or  railroad  accep- 
tance, showing  that  it  was  delivered. 

The  Chairman.  At  the  yard  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Do  the  railroads  deliver  right  at  the  yards  ? 
Mr.  Adamson.  Yes;  they  had  sidings  that  ran  right  into  the  yards. 
The  Chairman.  In  every  yard  ? 
Mr.  Adamson.  No. 

The  Chairman.  Now,  take  the  case  where  they  did  not;  what  I 
am  endeavoring  to  ascertain,  Mr.  Adamson,  is  this:  If  there  was  not 
some  system  by  which  the  Fleet  Corporation  knew  at  aU  times  from 
'^en  in  the  yards  how  much  material  was  coming  there,  and  how 
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much  material  was  going  out,  if  any,  was  it  not  the  duty  of  those 
inspectors  in  the  yard  to  keep  track  of  the  material  ? 

Mr.  Adamson.  I  don't  know  that  the  inspectors  were  on  duty  in 
the  yards. 


was — ^we  have  had  testimony  that  it  was  the  duty  of  the  inspectors 
to  check  up  the  material  as  it  came  into  the  gates  of  that  yard;  to 
check  it  up  and  see  that  it  compared.  Now,  do  I  understand  you 
to  say  that  at  different  times  the  delivery  of  material  at  the  yards 
made  also  a  difference  in  the  cost  of  material;  that  is,  material  sent 
this  week  to  a  certain  yard  might  be  billed  at  a  less  price  than 
material  sent  a  month  later,  because  of  the  advance  in  cost  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  So  that  if,  in  case  material  was  started  for  Cleve- 
land, Ohio,  and  diverted  and  sent  to  Jacksonville,  Fla.,  it  would 
make  a  difference  in  the  billing  of  it  to  know  just  when  that  material 
was  purchased  by  the  board,  in  order  to  know  how  much  should 
be  charged  against  the  Jacksonville  yard;  is  that  it? 

Mr.  Adamson.  Yes,  sir.  Of  course,  oil  the  major  part  of  the 
materials  there  was  a  protected  price.  Take  the  steel,  for  instance. 
We  agreed  to  furnish  material  at  protected  prices,  but  in  many 
cases  we  were  asked  to  furnish  materials  not  at  protected  prices, 
and  we  had  to  (-har^e  them  what  we  paid  for  it. 

The  Chairman.  How  about  the  Morey  &  Thomas  claim;  did 
that  go  through  the  regular  routine  which  you  have  outlined? 

Mr.  Adamson.  I  believe  not. 

The' Chairman.  Who  settled  that,  if  vou  know. 

Mr.  Adamson.  Well,  that  is  not  settled,  in  one  sense.  We  claim 
that  Morey  &  Thomas  owe  us  about  $310,000. 

The  Chairman.  How  did  they  come  to  owe  you  that;  over  pay- 
ments, or  overadvances- 

Mr.  Adamson.  Overpayments. 

The  Chairman.  How  was  the  overpayment  made? 

Mr.  Adamson.  Well,  at  the  time,  sort  of  settlement  was  made 
with  Morey  &  Thomas,  I  think  in  July  of  last  year  

The  Chairman  (interposing).  By  whom? 

Mr.  Adamson.  I  do  not  know  just  exactly  who  made  that  agree- 
ment. We  paid  them  a  certain  amount  of  money,  and  then  later 
on  the  district  comptroller  was  ordered  to  make  other  payments; 
be  was  ordered  by  the  chairman  of  the- board  of  trustees  to  make 
other  pavments,  which,  altogether,  amounted,  with  the  payments 
made  in  t^hiladelphia,  to  about  $310,000. 

The  Chairman.  Have  you  made  any  recommendation  in  that  case  ? 

Mr.  Adamson.  I  recommended  that  we  recover  the  money,  the 
amount  overpaid. 

The  Chairman.  Have  they  recovered  any  portion  of  it? 

Mr.  J\ DAMSON.  Not  yet. 

The  Chairman.  The  matter  is  still  pending? 

Mr.  Adamson.  I  believe  the  legal  division  is  attempting  to  re- 
cover at  the  present  time. 

The  Chairman.  So,  as  the  matter  now  stands,  while  there  may 
be  an  overpayment,  there  may  be  a  recovery. 

Mr.  Adamson.  Yes,  sir. 
177068— 21— PT  9  3 
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The  Chairman.  And  as  the  case  now  stands  it  can  not  be  said 
that  the  Government  has  lost  anything? 

Mr.  Adamson.  No,  sir  ;  it  can  not  be  said  that  we  have  lost  any- 
thing. .  • 

The  Chairman.  Did  the  Mobiie  shipbuilding  claims  go  through 
the  regular  procedure  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Has  final  agreement  for  settlement  ^been  made 
in  that  case  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  made  any  recommendations  in  that  case  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  The  recommendation  is  pending? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  recommendation  may  be  followed,  for  all 
you  know  ? 

Mr.  Adamson.  It  may  be. 

The  Chairman.  Now,  have  you  come  across  claims  in  which  pay- 
ments have  been  made  for  prospective  profits  on  contracts  for  ships 
which  were  later  canceled  ? 

Mr.  Adamson.  I  can  not  recall  any  such  settlements.  The  policy 
of  the  board  is  not  to  allow  anything  for  anticipated  profits,  but  only 
to  allow  a  profit  on  the  work  actually  done  up  to  the  time  of  cancella- 
tion, that  is,  profit  for  work  done,  not  profit  anticipated  or  pros- 
pective. 

The  Chairman.  So  that  no  profits,  so  far  as  you  know,  have  ever 
been  allowed  upon  ships  where  construction  work  upon  the  ships  has 
never  been  begun  ? 

Mr.  Adamson.  A  profit  has  been  allowed  where  the  actual  con- 
struction work  had  not  been  begun,  but  the  profit  was  made  upon 
expenditures  or  work  other  than  erection.  For  instance,  the  assem- 
bly of  materials  in  a  yard — the  purchase  and  assembly  of  materials. 

The  Chairman.  Have  they  been  allowed  a  profit  on  that? 

Mr.  Adamson.  They  have  been  allowed  a  handling  charge.  And 
then  the  fabrication. 

The  Chairman.  They  have  been  allowed  a  profit  on  that  ? 

Mr.  Adamson.  They  have  been  allowed  a  profit  on  the  fabrication. 

The  Chairman.  Did  they  do  the  fabrication? 

Mr.  Adamson.  Yes;  wherever  it  was  done  by  the  shipbuilder. 

The  Chairman.  Is  the  same  profit  allowed  there  as  where  the 
fabricated  material  actually  went  into  the  construction  of  ships;  is 
the  same  basis  of  profit  permitted;  where  the  ship  was  canceled,  and 
no  construction  work  actually  begun,-  would  they  be  allowed  the 
same  profit  on  that  material  if  it  actually  went  into  the  ship  ? 

Mr.  Adamson.  That  is  what  the  board  tries  to  do,  but,  of  course, 
they  can  not  alwavs  determine  just  what  the  profit  would  be  on  those 
materials  if  it  had  gone  into  the  completed  snip,  so  they  try  to  limit 
the  profit  to  the  maximum  of  10  per  cent. 

The  Chairman.  The  settlement  with  the  Duthie  Co.,  did  that  go 
through  the  regular  procedure  before  your  board  which  you  have 
outlined  here? 

Mr.  Adamson.  The  Duthie  Co.  has  had  one  so-called  settlement, 
or  contract,  which  was  made  in  April,  of  1919.  That  contract  related 
only  to  the  requisition  ships.    The  Duthie  Co  had  contracts  for  ships 
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on  which  it  has  made  claims,  but  the  contracts  have  not  yet  b^en 
settled. 

The  Chairman.  Did  any  of  the  claims  of  the  Duthie  Co.  come 
before  you  and  the  board  in  the  regular  procedure  which  you  have 
outlined  here  ? 

Mr.  Adamson.  Certain  claims  on  the  contract  ships  came  before 
me  and  the  board  in  the  last  month. 

The  Chairman.  They  have  not  been  settled  ? 

Mr.  .^DAMSON.  They  have  not  been  settled,  because  I  recommended 
no  action  be  taken  on  them. 

The  Chairman.  They  are  still  pending? 

Mr.  Adamson.  We  are  trying  to  ascertain  the  value  of  the  plant 
material,  and  have  appraisement  made. 

The  Chairman.  Who  constitutes  the  claims  board  now? 

Mr.  ADiVMSON.  Mr.  Talbert,  chairman;  Mr.  Skinner,  Mr.  Wright, 
and  Mr.  Tirrell,  and  on  matters  affecting  wa^e  increases,  Mr.  Delancy. 

The  Chairman.  Is  there  a  separate  board  known  as  the  construc- 
tion claims  board,  and  another  board  known  as  the  cancellations 
claims  board  ? 

Mr.  -Idamson.  No,  sir. 

The  Chairman.  They  are  all  in  one  board  now 

Mr.  Adamson.  The  construction  claims  board  now  is  the  only 
board  which  passes  on  the  claims  growing  out  of  cancellation  or  con- 
struction worK. 

The  Chairman.  That  is  the  only  board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  long  has  this  board  been  in  existence;  a  sin- 
gle board,  I  mean;  how  long  has  it  been  functioning? 

Mr.  Adamson.  I  can  not  recall  the  exact  date  when  it  was  changed 
from  the  general  claims  and  contracts  board,  but  it  has  been  organ- 
ized nearly  as  it  is  to-day  since  last  February. 

The  Chairman.  Did  you  have  anything  to  do  with  the  settlement 
of  requisitioned  ships  ? 

Mr.  Adamson.  ?so,  Mr.  Chairman,  at  the  present  time — you  mean 
just  compensation  on  requisitioned  ships  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  The  settlement  or  just  compensation — the  only 
compensation  on  account  of  ships  requisitioned  on  the  ways  have 
already  been  passed  upon  by  the  board  which  was  in  existence  a  few 
months  ago,  but  whose  functions  are  now  merged  with  the  construc- 
tion claims  board.  There  were  claims  amounting  to  about  $53,000,000 
on  which  awards  were  made,  I  should  say,  to  $13,000,000.  Those 
awards  have  not  been  accepted,  and  there  is  nothing  being;  done  with 
the  claims  as  they  stand  now.  They  are  not  being  pusned,  appar- 
ently, and  while  I  believe,  so  far  as  they  are  before  anybody  at  all, 
they  are  before  the  construction  claims  board,  there  is  no  action  on 
them.    We  take  the  position  that  the  awards  have  been  made. 

The  Chairman.  Now,  in  the  case  of  claims  which  come  before  you 
and  the  claims  board,  and  transmitted  to  the  trustees  of  the  Ship- 
ping Board  and  are  later  settled  on  a  basis  other  than  that  which 
you  or  the  board  recommend,  the  claims  board,  or  the  amount  is 
recommended  for  payment  other  than  you  suggest  or  recommend — 
either  you  or  the  claims  board — do  you  later  ascertain,  or  are  you 
advised  as  to  what  this  additional  amount  is  intended  to  cover;  what 
is  involved  in  the  settlement  ? 


3310 


SHIPPING  BOARD  OPERATIONS. 


Mr.  Adamson.  Well,  I  am  not  advised,  except  as  I  can  glean  from 
the  resolutions  of  the  board. 

The  Chairman.  Well,  do  the  resolutions  of  the  hoard  specify  vari- 
ous elements  ? 
•  Mr.  Adamson.  No. 

The  Chairman.  They  do  not  specify  the  various  elements  entering 
into  the  settlement? 

Mr.  Adamson.  No  ? 

The  Chairman.  Are  you  present,  or  any  representative  of  your 

department  present  

Mr.  Adamson  (interposing).  I  am  not  present;  no,  sir. 

The  Chairman  (continuing).  When  the  resolution  is  passed? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Is  anybody  from  your  board,  from  the  claims 
board  ? 

Mr.  Adamson.  I  believe  the  chairman  of  the  claims  board  and 
other  members  of  the  board  appear  before  the  Shipping  Board  and 
explain  cases;  explain  their  recommendations. 

The  Chairman.  And  the  representatives  of  the  contractors  appear 
sometimes,  too  ? 

Mr.  Adamson.  I  do  not  believe  that  the  representative  of  the  con- 
tractor is  ever  present  when  they  are  actually  taking  action  on  a  case; 
he  may  appear  and  make  an  argument  in  favor  of  his  claim. 

The  Chairman.  But  the  action  upon  tl^e  claim  by  the  Shipping 
Board,  or  the  board,  is  usually  in  executive  session? 

Mr.  Adamson.  I  believe  so.*^ 

The  Chairman.  But  the  result  is  the  passage  of  a  resolution  which 
is  spread  on  the  record  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  You  stated  that  a  number  of  claims  are  settled 
and  payments  are  made  subject  to  subsequent  audit? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Is  it  the  policy  of  the  board,  or  the  corporation,  to 
have  audits  made  in  all  cases  where  settlements  have  been  effected  ? 

Mr.  Adamson.  In  all  cases  where  it  is  necessary. 

The  Chairman.  How  do  5  ou  determine  whether  it  is  necessary  ? 

Mr.  Adamson.  If  we  have  not  had  a  complete  audit  covering  any 
feature  of  the  settlement,  it  is  necessary  to  have  an  audit. 

The  Chairman.  Well,  that  is  where  every  cent  has  not  been  paid, 
is  it  not? 

Mr.  Adamson.  There  might  be  an  allowance  made  for  wages;  that 
would  be  subject  to  audit.  The  audit  would  be  to  determine  the 
exact  amount  of  wages  paid,  supported  by  the  time  cards,  and  other 
data;  pay  rolls  and  other  data.  We  might  not  have,  in  making  the 
settlement,  an  absolute  reliable  figure. 

The  Chairman.  When  these  agreements  of  settlement  are  allowed, 
how  long  a  time  is  permitted  for  audit  by  the  board  before  the  thing 
is  finally  closed  up  ? 

Mr.  Adamson.  There  is  no  time  specified. 

The  Chairman.  Have  there  been  cases  where  you  have  made  an 
audit  ? 

Mr.  Adamson.  Oh,  yes. 

The  Chairman.  Have  there  been  cases  where  you  have  found  that 
money  is  due  ? 

Mr.  Adamson.  That  is,  that  we  owe  the  contractor  money? 
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The  Chairman.  Yes. 
Mr.  Adamson.  Oh,  yes. 

The  Chairman.  That  you  paid  them  the  money  that  was  found 
due,  in  addition  to  what  was  agreed  upon  ? 

Mr.  Adamson.  Oh,  you  mean  more  money  was  due  than  was 
allowed  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  Well,  I  did  not  quite  understand  the  question,  Mr. 
Chairman:  We  could  not  find  that  more  money  is  due  than  has  been 
awarded.  But  at  the  time  of  the  award,  let  us  assume  that  the  award 
was  $30,000  in  excess  of  the  amount  already  paid.  We  might  go  in 
and  find  that  while  the  total  award  would  not  be  increased,  the 
amount  of  the  payment  with  which  we  had  credited  ourselves  would 
be  reduced  somewhat.  We  might  have  charged  the  contractor  with 
certain  materials  which  we  had  taken  bacK,  and  we  might  find 
on  final  settlement  that  he  would  get  more  money  than  we  had 
expected  to  pay  him  in  the  net,  but  the  award,  of  course,  would  remain 
the  same. 

The  Chairman.  That  would  not  involve,  as  I  understand,  the 
actual  payment  to  the  contractor  of  any  more  money  than  he  really 
received  ? 

Mr.  Adamson.  It^would  not  involve  payments  of  any  ifeore  money 
than  the  amount  actually  awarded,  but  it  would  involve,  rpAYbe,  the 
payinent  of  more  money  than  we  had  expected  would  have  to  oe  paid. 

The  Chairman.  What  is  done  in  a  case  hke  that;  anything? 

Mr.  Adamson.  We  make  the  audit  and  determine  just  exactly  what 
we  have  already  paid  him,  and  pay  him  the  difference,  if  any. 

The  Chairman.  Have  there  been  cases  like  that  ? 

Mr.  Adamson.  Oh,  yes. 

The  Chairman.  Now,  what  do  you  do  when  you  find  on  an  audit 
that  you  have  paid  him  too  much  ?  . 
Mr.  Adamson.  We  try  to  recover. 

The  Chairman.  Have  there  been  cases  where  you  have  recovered  ? 

Mr.  Adamson.  Well,  I  guess  we  have  had  a  great  many;  cases.  I 
can  not,  of  course,  recall  that  upon  calHng  to  the  attention  of  the 
contractor  that  we  had  overpaid,  he  would  reimburse  us;  there  are 
cases,  such  as  the  Morey  &  Thomas,  that  we  hace  discussed,  where  we 
have  not  recovered  yet. 

The  Chairman.  Is  that  a  going  concern  yet  ? 

Mr.  Adamson.  I  do  not  Imow  whether  the  company  is  still  going. 

Mr.  CoNNALLY.  Where  is  this  Morey  &  Thomas  located  ? 

Mr.  Adamson.  I  do  not  know  the  exact  location.  In  the  South.  I 
have  forgotten  the  exact  location. 

The  Chairman.  Is  that  the  Pensacola  firm,  in  Florida  ? 

Mr.  Adamson.  They  are  down  there  somewhere,  Mr.  Chairman. 

The  Chairman.  Have,  you  got  anything  to  do  with  the  wooden 
ships  contracts? 

Mr.  Adamson.  Occasionally  we  have  claims  on  wood-ship  contracts. 
The  Chairman.  Occasionally  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Is  there  a  separate  board  for  that? 

Mr.  Adamson.  No:  they  are  aU  handled  by  the  one  board. 

The  Chairman.  There  are  a  lot  of  contracts  for  those  to  settle  ? 

Mr.  Adamson.  Quite  a  ni  mber. 

The  Chairman.  Why  have  they  not  been  settled? 
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Mr.  Adamson.  In  some  cases  the  contractors  have  not  pressed  their 
claims  and  in  other  cases  they  have  not  been  wilUng  to  accept  the 
awards  that  the  board  have  made.  Of  course,  you  know  that  the 
wooden  shipbuilders  have  felt  that  we  were  not"  granting  sufficient 
amortization  for  their  plants,  and  the  pohcy  of  the  board  of  trustees 
has  been  not  to  assume  that  it  has  the  right  to  ^o  ahead  and  give  all 
this  amortization,  but  to  have  Congress  grant  relief  legislation  of  some 
kind. 

The  Chairman.  To  permit  the  contracts  to  be  settled  upon  an 
equitable  basis,  so  called  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  It  is  your  understanding  that  the  Shipping  Board, 
or  the  board  of  trustees,  have  settled  no  shipbuilding  contracts  upon 
an  equitable  basis  ? 

Mr.  Adamson.  Well,  they  have  settled  certain  contracts  on  what 
was  galled  or  believed  to  be  an  equitable  basis. 

The  CHAIRMAN.  And  they  have  settled  some  wooden-ship  contracts 
on  the  same  basis  ? 

Mr.  Adamson.  I  believe  so. 

The  Chairman.  Then,  why  did  they  not  go  ahead  and  clean  up  the 
rest  of  them  in  the  same  wajr  ? 

Mr.  Adamson.  Because  oi  the  policy  laid  down  by  Judge  Payne, 
and  whi^h  has  been  adhered  since  he  laid  it  down. 

The  Chairman.  Which  pohcy  is  that? 

Mr.  Adamson.  That  we  not  assume  the  right  to  go  ahead  and  grant 
full  relief  and  bring  those  shipbuilders  out  whole,  as  you  say. 
The  CHAIRMAN.  Bring  them  out  whole? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  I  am  asking  about  the  settlement  of  those  con- 
tracts upon  the  so-called  equitable  basis;  is  that  what  you  under- 
stand it  means,  to  bring  them  out  whole  ? 

Mr.  Adamson.  From  the  contractors'  point  of  view,  there  could  not 
"  be  any  equity  in  it,  unless  he  was  brought  out  whole,  or  harmless. 

The  Chairman.  You  are  taking  the  contractors'  view  of  it;  I  am 
asking  from  the  point  of  view  of  the  Shipping  Board. 

Mr.  Adamson.  Of  course,  we  consider  all  claims  that  we  settle  are 
settled  equitably,  so  far  we  can  indulge  in  equities,  but  I  beheve  it 
has  been  recognized  that  in  some  of  these  wood-ship  cases  the  con- 
tractors bad  a  good  reason  to  expect  several  turns  of  the  ways,  and 
thereby  to  amortize  the  cost  of  their  plants.  Now,  it  is  not  in  my 
view  of  equity  to  amortize  a  shipvard  on  one  turn  of  the  ways;  that  is, 
on  a  single  contract  which  they  Kad.  Of  course,  I  had  nothing  to  do 
with  that.  That  is  a  matter  of  poJicy.  It  is  something  I  have  had 
nothing  to  do  with  at  all. 

The  Chairman.  Have  there  been  any  cases  in  which  a  claim  has 
been  presented,  followed  the  usual  procedure  which  you  outlined, 
the  district  adjuster,  you,  or  the  construction  claims  board,  or  the 
claims  board,  which  takes  in  construction  and  cancellation  now,  go 
to  the  Shipping  Board,  and  agreement  for  settlement  entered  into 
and  the  money  has  been  paid  and  under  the  terms  of  the  agreement 
and  audit  has  been  had  more  money  has  been  found  due  the  con- 
tractor, and  that  additional  money  has  been  paid,  and  the  claim  and 
transaction  with  that  particular  contractor  has  been  finally  and 
definitely  concluded,  so  that  there  is  nothing  further  to  do  with  it — 
^ave  there  been  any  such  cases  as  that  ? 


SHIPPING  BOARD  OPERATIONS. 


3313 


Mr.  Adamson.  Why,  I  do  not  know  of  any  case  that  would  fit  that 
exactly. 

The  Chairman.  How  long,  in  your  judgment,  as  one  of  the  officials 
in  the  comptroller's  department,  is  it  gomg  to  take  to  wind  up  the 
business  of  the  Fleet  Corporation  as  a  result  of  its  construction  pro- 
gram under  the  war  emergency  ? 

Mr.  Adamson.  I  shoula  say  it  would  take  at  least  a  year.  Of 
course,  not  with  all  the  force  we  have  now. 

The  Chairman.  At  least  a  year? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  much  farther  along  towards  winding  this 
business  up  will  you  be  in  January,  1922»  than  you  are  to-dayf 

Mr.  Adamson.  Well,  I  think  in  January,  1922,  that  all  of  the  claims 
will  have  been  settled,  except  those  which  have  been  forced  into  the 
Court  of  Claims.  We  will  have  all  of  that  out  of  the  way.  We  will 
have  the  constrtictoin  out  of  the  way. 

The  Chairman.  Well,  there  are  a  lot  of  claims  that  have  not  come 
in  at  all  yet. 

Mr.  Adamson.  That  is  t!^e. 

The  Chairman.  How  are  you  going  to  compel  them  to  come  in  ? 

Mr.  Adamson.  If  the  contractors  refuse  to  put  in  claims  we  can 
simply  notify  them  that  there  will  be  no  consideration  of  claims.  Of 
course  I  think  that  it  will  not  be  long  before  we  will  have  in  all  the 
claims.  One  of  the  big  claims  Relayed  is  the  Skinner  &«Eddy  claim. 
ThS,t  is  on  the  way  now  from  the  West. 

The  Chairman.  What  was  the  delay  there? 

Mr.  Adamson.  The  contractor  did  not  care  to  put  in  his  claim. 

The  Chairman.  Why  not  ? 

Mr.  Adamson.  I  can  not  tell  you,  Mr.  Chairman. 

The  Chairman.  Is  the  building  program  completed  ? 

Mr.  Adamson.  It  is  not  entirely  completed. 

The  Chairman.  They  built  more  ships  than  any  other  concern  out 
there,  did  they  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  you  sav  you  have  received  no  communication 
from  them,  no  indication  of  what  the  claim  is  ? 

M-*.  Adamson.  Their  claim  has  been  filed  and  is  in  mails  now. 
I  understood  it  had  been  filed,  and  I  wired  out  the  other  day  and 
found  it  was  in  the  mail.    The  amount  of  the  claim  was  $24,247,000. 

The  Chairman.  Was  not  the  claim  of  the  Skinner  &  Eddy  Co.  filed 
with  some  official  of  the  Fleet  Corporation  in  April  or  May  of  last 
year  ? 

Mr.  Adamson.  I  think  they  have  submitted  in  some  informal 
manner  partial  claims  in  order  to  get  advancements  of  money. 

The  Chairman.  Do  you  know  how  much  they  were — those  claims 
submitted  ? 

Mr.  Adamson.  No,  sir;  they  have  come  before  me  on  only  a  few 
occasions.  The  last  time  was  a  claim  for  advancement  for,  I  think, 
$500,000. 

The  Chairman.  Can  you  tell  how  much  has  been  paid  the  Skinner 
&  Eddy  Corporation  for  the  delivery  of  ships  ahead  of  contract 
time — bonuses  for  early  delivery? 

Mr.  Adamson.  I  would  have  to  look  to  the  records  for  that. 
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The  Chairman.  You  can  ascertain  that  without  very  much  trouble  ? 
Mr.  Adamson.  Yes,  sir.  You  mean,  the  bonus  for  early  delivery  ? 
The  Chairman.  Or  any  other  bonus  permitted  under  the  contract. 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  their  books  been  audited  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  settled  with  the  Union  Iron  Works  ? 
Mr.  Adamson.  Not  finally. 

The  Chairman.  Have  they  submitted  their  claim  ? 
Mr.  Adamson.  I  think  so." 

The  Chairman.  Do  you  know  how  much  that  involves  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  settled  with  the  Moore  Bros.  ? 
Mr.  Adamson.  Not  finally.    I  believe  there  are  some  claims  still 
pending. 

The  Chairman.  Have  you  settled  with  the  Western  Pipe  &  Steel  ? 
Mr.  Adamson.  No,  sir;  not  finally. 
The  Chairman.  Has  the  claim  been  submitted  ? 
Mr.  Adamson.  I  do  not  beUeve  that  the  final  claim  has  been  sub- 
mitted.   I  am  not  sure  of  that. 

The  Chairman.  Have  you  settled  with  the  Pacific  Northwest  Co.  t 
Mr.  Adamson.  I  do* not  recall. 

The  Chairman.  Have  you  settled  with  the  Pacific  Coast  Ship- 
building Co.*? 

Mr.  Adamson.  Their  claim,  as  I  understand  it,  has  not  been  sub- 
mitted formally.  I  believe  that  some  representatives  of  the  Pacific 
Coast  concern  was  in  the  claims  board  office  the  other  day  and  dis- 
cussed the  matter  with  the  secretary  of  the  board,  Mr.  Snowden.  I 
asked  Mr.  Snowden  afterwards  whether  the  claixja  had  been  formally 
filed  and  he  said  no. 

The  Chairman.  Well,  you  have  not  settled  with  them  ? 

Mr.  Adamson.  No;  we  have  not  received  it. 

The  Chairman.  Have  you  settled  with  Nilson  &  Kelez  ? 

Mr.  Adamson.  No,  sir.^ 

The  Chairman.  Have  you  settled  with  the  Los  Angeles  plant  down 
there  ? 

Mr.  Adamson.  The  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  ? 
The  Chairman.  Yes. 

Mr.  Adamson.  There  has  not  been  a  final  settlement  on  that,  Mr. 
Chairman.  It  is  now  before  the  general  counsel  in  connection  with 
the  interpretation  of  a  certain  phase  of  the  contract,  which  was  made 
last  year — made  in  1919,  laying  down  a  basis,  or  laving  down  the 
basis  for  a  settlement.  You  see,  we  had  a  contract  wliich  laid  down 
the  basis  for  a  settlement,  and  under  that  contract  the  Los  Angeles 
company  presented  claims.  They  have  gone  through  the  regular  pro- 
cedure, and  the  award  has  been  recommended  by  the  claims  board. 

The  Chairman.  Have  you  settled  with  the  Meacham  &  Babcock  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  settled  with  the  Sloan  Shipyard  ? 

Mr.  Adamson.  The  Sloan  Shipyard  case  is  in  the  courts. 

The  Chairman.  What  court  ? 

Mr.  Adamson.  I  believe  it  is  in  the  District  Court. 

The  Chairman.  Out  there  ? 

Mr.  Adamson.  Out  there. 
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The  Chairman.  Have  you  settled  with  the  Seattle  North  Pacific  ? 
Mr.  Adamson.  I  do  not  believe  we  ever  did. 
The  Chairman.  How  is  that  ? 

Mr.  Adamson.  I  do  not  recall  any  final  settlement  with  the  Seattle 
North  Pacific. 

The  Chairman.  Have  you  settled  with  the  Bethlehem  Shipbuild- 
ing: Co.  ? 

Mr.  Adamson.  There  has  been  no  final  settlement.  I  believe  the 
claims  board  has  practically  made  its  awards  of  settlement  of  various 
claims  to  the  Bethlehem  Co.  at  several  yards. 

The  Chairman.  Have  you  settled  with  the  Hog  Island  contractor  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chajrman.  That  has  been  settled  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  That  is  the  New  York  Shipbuilding  Co.  ? 
Mr.  Adamson.  No;  the  American  International. 
The  Chairman.  Have  you  settled  with  the  New  York  Shipbuilding 
Co.? 

Mr.  Adamson.  No  final  settlement. 

The  Chairman.  Or  the  Sun  Shipbuilding  Co.  ? 

Mr.  Adamson.  No;  there  are  still  some  claims  to  come  up  there. 

The  Chairman.  Or  the  submarine  boat  ? 

Mr.  Adamson.  I  guess  you  might  say  we  have  settled  with  the 
submarine  bo*  t. 

The  Chairman.  With  the  Morse-Cxoton  Iron  Works  ? 

Mr.  Adamson.  So  far  as  the  claims  board  is  concerned  we  have 
settled.    The  claims  board  has  made  an  award. 

The  Chairman.  Well,  has  the  Shipping  Board  settled  with  them  ' 

Mr.  Adamson.  I  can  not  tell  jou  whether  the  Shipping  Board  has 
'approved  the  award.    I  believe  it  was  approved. 

The  Chairman.  How  much  did  you  award  them  on  the  claims 
board  ? 

Mr.  Adamson.  They  claimed  some  $109,000  due  on  the  contract, 
and  as  I  recall,  the  award  of  the  claims  board  was  to  the  effect  that 
the  Groton  owed  us  $285,000.  • 

The  Chairman.  How  about  the  Virginia  Shipbuilding  ? 

Mr.  Adamson.  I  do  not  know  just  what  our  situation  is  with  the 
Virginia  Ship. 

The  Chairman.  That  is  no  nearer  to  a  settlement  than  when  you 
testified  before  the  committee  some  months  ago  ? 
Mr.  Adamson.  I  do  not  believe  it  is. 

The  Chairman.  There  is  a  shipyard  in  New  Hampshire;  what  is 
the  name  of  that;  have  you  settled  with  that  yard;  The  Atlantic 
Corporation  ? 

Mr.  Adamson.  We  had  a  contract  which  was  generally  regarded 
as  a  contract  settlement,  made  in  November,  1919.  The  Atlantic 
Corporation,  through  one  of  its  representatives,  has  indicated  that 
they  have  certain  claims  to  present,  and  it  endeavored  to  have 
those  claims  considered  bv  tne  board  of  trustees,  and  Admiral 
Benson,  I  beheve,  informed  them  that  thej^  would  have  to  present 
their  claim  in  the  regular  manner  and  have  it  go  through  the  claims 
board.    We  have  never  seen  it  yet. 

The  Chairman.  Then  it  is  your  judgment,  Mr.  Adamson,  that 
you  will  be  able  to  catch  up  with  the  rebilling,  with  what  auditing  is 
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required,  so  that  in  January,  1922,  there  will  be  no  further  claims 
outstanding  against  the  Fleet  Corporation  and  the  Shipping  Board, 
and  that  aff  the  money  due  to  contractors  will  have  been  agreed  upon, 
and  paid  or  agreed  to  be  accepted  by  the  contractors  ? 

Mr.  Adamson.  Well,  I  can  not  make  any  promises  about  the 
rebilling,  of  course.  I  have  not  charge  of  that.  I  do  not  know  the 
exact  status  at  this  time. 

The  Chairman.  How  are  you  going  to  wind  it  up  until  you  get 
that  fixed  ? 

Mr.  Adamson.  I  would  say  that  by  January,  1922,  the  rebilling 
should  have  been  completed,  and  that  by  January,  1922,  the  claims 
should  have  been  acted  upon,  and  while  1  do  not  think  that  they  will 
all  be  acceptable  to  the  contractor,  I  think  they  will  all  be  accepted 
or  throwp  into  the  Court  of  Claims. 

The  Chairman.  Now,  did  I  understand  you  that  you  are  also 
taking  into  consideration  this  audit  that  the  Shipping  Board  insists 
upon  m  all  these  settlements  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  they  will  have  to  audit  the  books  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  You  think,  if  you  do  not  agree  with  the  Skinner 
&  Eddy  Corporation,  do  you  think  you  can  audit  their  books  between 
now  and  the  1st  of  January,  1922  ? 

Mr.  Adamson.  Oh,  I  think  the  books  could  be  easily  audited  in 
that  time. 

The  Chairman.  You  have  never  seen  their  books,  have  you  ?' 
Mr.  Adamson.  No,  sir. 

The  Chairman.  You  do  not  know  what  system  they  have  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  They  had  a  clause  in  the  contract  which  did  not 
permit  the  corporation  to  audit,  except  on  permission  from  the  home 
office  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  that  permission  was  not  granted? 
Mr.  Adamson.  It  was  granted. 
The  Chairman.  And  revoked  a  day  or  two  later? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Do  you  know  who  revoked  it? 

Mr.  Adamson.  Mr.  Bender.  Mr.  Strong  actually  signed  the  tele- 
gram, but  it  was  at  the  direction  of  Mr.  Bender,  who  was  then  comp- 
troller. 

The  Chairman.  Do  you  know  how  many  ships  they  constructed  ? 
Mr.  Adamson.  Skinner  &  Eddy? 
The  Chairman.  Yes. 

Mr.  Adamson.  I  have  vaguely  in  mind  112;  that  may  be  wrong. 
The  Chairman.  It  was  over  100? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  or  not  the  settlement  with 
them  involves  the  appraisal  and  inventory  on  a  lot  of  material  in 
their  territory? 

Mr.  Adamson.  The  settlement  with  Skinner  &  Eddy  involves  cer- 
tain material  which  we  took  over  from  the  Seattle  Dry  Dock  &  Con- 
struction Co.,  but  that  has  a  certain  and  definite  valuation  placed 
on  it,  $623,000.    But  in  addition  to  that,  it  will  involve  the  value  of 
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certain  equipment  and  machinery  taken  from  the  yards,  from  the 
old  Seattle  yard^  and  sold  by  Slonner  &  Eddy.  The  exact  details 
concerning  that  equipment  and  machinery  I  have  not  yet  obtained. 
I  understand  they  have  removed  about  a  haK  million  dollars  worth 
of  the  property  and  sold  it. 

The  Chairman.  A  half  million? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  do  you  base  that  estimate  on  ? 

Mr.  Adamson.  That  is  on  the  statement  from  Mr.  Taylor,  of  the 
general  comptroller's  office,  who  has  to  do  with  the  supply  and  sales 
work. 

The  Chairman.  That  is  not  the  result  of  any  inventory  he  has 
made  of  the  profit  ? 

Mr.  Adamson.  Oh,  no;  it  is  in  connection  with  the  preliminary  pro- 
cedure to  make  a  recovery;  he  came  to  me  about  the  matter. 

The  Chairman.  How  are  the  R.  T.  Green  Co.,  Chelsea,  Mass.;  have 
you  settled  with  them  ? 

Mr.  Adamson.  I  don't  know. 

The  Chairman.  And  the  Crowninshield,,  South  Somerset,  Mass.  ? 
Mr.  Adamson.  There  was  a  settlement. 
The  Chairman.  Clear  and  free  ? 
Mr.  Adamson.  I  hope  so. 

The  Chairman.  How  many  ships  did  that  concern  build  ? 
Mr.  Adamson.  I  can  not  recall. 
The  Chairman.  Did  they  furnish  a  completed  ship  ? 
Mr.  Adamson.  I  am  not  certain  on  that  point.    1  never  had  any- 
thing to  do  with  the  Crowninshield  settlement  or  with  the  contract. 

The  Chairman.  Do  you  know  how  many  of  the  R.  T.  Green  

Mr.  Adamson  (interposing).  No,  sir. 

The  Chairman.  The  Bethlehem  Corporation,  which  has  yards  at 
various  points,  you  say  no  settlement  has  been  made  ? 
Mr.  Adamson.  The  settlements  have  not  been  completed. 
The  Chairman.  How  about  the  yards  at  Quincy,  Mass. 
Mr.  Steele.  Fore  River. 

The  Chairman.  It  is  known  as  the  Fore  River  Yard. 

Mr.  Adamson.  I  do  not  know  of  anything  except  wage  adjustments. 

The  Chairman.  Mr.  Adamson,  will  not  the  settlement  with  Skinner 
&  Eddy  involve  the  question  of  wage  payments  in  excess  of  the 
Macey  award  ?  ♦ 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Were  there  many  yards  which  paid  in  excess  of 
the  Macey  award  ? 

Mr.  Adamson.  I  understand  that  on  the  Pacific  coast  there  were 
quite  a  few  that  paid  in  excess  of  the  Macey  award. 

The  Chairman.  Was  that  permitted  under  the  contract? 

Mr.  Adamson.  It  was  permitted  at  the  cost  of  the  contractor. 

The  Chairman.  At  the  cost  of  the  contractor  ? 

Mr.  Adamson.  Yes.  The  question  arose  very  definitely  early  in 
1920,  as  I  recall  it,  in  connectoin  with  certain  increases  made  by 
Skinner  &  Eddy.  At  the  time  the  G.  M.  Standifer  Construction  Cor- 
poration tried  to  get  authorization  to  pay  this  increased  rate.  Mr. 
Ackerson  then  ruled  that  we  were  not  responsible  for  any  fixed  in 
excess  of  the  rate  to  a  governmental  agency.  Of  course,  the  con- 
tractors had  perfect  liberty  to  pay  as  much  money  as  they  pleased 
out  of  their  own  pockets. 
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The  Chairman.  Now,  there  are  a  number  of  settlements  pending 
with  engine  concerns,  are  there  not  ? 

Mr.  Adamson.  Yes;  there  are  a  number  of  settlements  pending; 
with  vendors  of  small  supplies  and  materials. 

The  Chairman.  Well,  for  engines  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  pumps  and  boilers  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  They  have  not  been  settled  ? 

Mr.  Adamson.  Most  of  them  have. 

The  Chairman.  Have  they  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  about  the  steel  market;  fabricated  material;: 
slate  steel  ? 

Mr.  Adamson.  That  was  usually  paid  for  currentlv. 

The  Chairman.  There  are  no  claims  outstanding  for  that? 

Mr.  Adamson.  I  don't  know  of  any. 

The  Chairman.  Have  you  a  system  of  bookkeeping  down  there  so 
that  you  can  go  to  a  certain  book  and  tell  from  that  book  how  much 
the  liability  was  at  the  date  of  awarding  the  contracts  against  the 
Shipping  Soard  in  any  particular  case;  how  much  has  been  paid, 
and  whether  the  account  is  closed  ? 

Mr.  Adamson.  Yes;  we  have  all  payments  charged  to  the 
contractor. 

The  Chairman.  Well,  have  you  got  a  book  down  there  so  you  can 
see  the  Bethlehem  Shipbuilding  Corporation  contract  number  so  and 
so,  liabilities  so  much,  payments  so  much,  and  balance  so  much; 
have  you  got  any  such  system  as  that,  or  do  you  have  to  refer  to 
records  from  the  district  ? 

Mr.  Adamson.  Well,  the  detailed  records  are  kept  in  the  district: 
the  district  comptrollers  keep  the  accoufits  with  all  contractors. 
Those  accounts  are  kept  under  the  contract  number,  and  there  are 
subaccoimts,  where  we  actually  make  those  hulls;  hull  construction. 

The  Chairman.  Now,  have  you  made  any  criticisms  of  settlements 
which  have  been  made  contrary  to  the  recommendation  of  your 
department,  or  the  board,  to  any  officers  of  the  Shipping  Board  ? 

Mr.  Adamson.  Well,  I  should  like  to  say  I  have  made  criticism. 
I  have  raised  certain  questions.  Of  course,  I  do  not  feel  that  it 
would  be  proper  for  me  to  criticise  the  board  of  trustees,  and  I  can 
not  expect  the  board  of  trustees  to  accept  my  recommendations 
always.  I  pass  on  these  claims  matters  on  the  records  and  account- 
ing point  of  view.  I  want  to  be  fair  to  the  contractor,  but  I  do  not 
enter  into  the  field  of  discresion.  The  claims  board  can  go  further 
than  we  are  entitled  to  go. 

The  Chairman.  Your  recommendations  are  made  upon  the  docu- 
mentary evidence  ? 

Mr.  Adamson.  Yes;  and  I  do  not  report  always  with  the  point  of 
view  of  having  my  recommendations  acceptable  to  the  contractor. 
Of  course,  we  can  not  have  any  settlement  unless  the  settlements 
are  acceptable  to  the  contractor,  and  I  do  not  feel  that  I  can,  or  should, 
criticise  where  the  claims  board  does  not  follow  my  recommendations. 
I  should  like  to  say  here,  though,  that  the  claims  board  strives  very 
earnestly  at  all  times  to  see  that  it  gives  full  consideration  to  every 
criticism  or  comment  made  by  the  general  comptroller's  depart- 
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inent.  We  have  had  the  fullest  consideration  by  the  present  claims 
board  and  have  worked  most  harmoniously  with  them. 

The  Chairman:  Then,  if  I  imderstand  you,  Mr.  Adamson,  your 
consideration  of  these  claims  is  based  upon  the  claims  submitted  in 
writing,  and  documentary  evidence  which  is  submitted  in  support  of 
it,  and  the  records  of  the  Shipping  Board,  and  you  view  it  irrespective 
of  what  the  policy  of  the  board  may  be  in  permitting  other  allowances 
or  requiring  other  deductions  from  the  amount  involved  ? 

Mr.  Adamson.  That  is  a  correct  statement.  My  recommendations 
are  always  based  on  the  merits  of  the  thing  under  consideration, 
without  going  into  any  kindred  subjects.  For  instance,  my  recom- 
mendations might  be  regarded  by  the  claims  board  as  being  entirely 
proper,  standing  alone,  but  when  it  comes  to  the  claims  board  there 
may  enter  some  other  consideration,  such  as  keeping  an  American 
shipyard  in  operation,  for  the  desirability  of  disposing  of  certain 
ships.  We  will  take  the  Terry  case  as  an  example.  There  were  two 
considerations  which  ordinarily  do  not  appear  in  my  reports.  There 
was  a  desire  to  keep  an  American  shipyard  going,  and  also  a  desire 
to  dispose  of  certain  ships  by  sale. 

The  Chairman.  That  was  taken  into  consideration  by  the  board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  The  claims  board,  and  presumably  by  the  Ship- 
ping Board,  or  trustees? 

Mr.  Adamson.  That  settlement  was  made  by  Judge  Payne;  that 
was  not  negotiated  by  the  claims  board. 

(And  thereupon,  at  1 :25  o'clock,  the  committee  took  a  recess  imtil 
2:15  o'clock,  p.  m.) 


The  committee  reconvened  at  2.15  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  Mr.  Steele,  I  believe  you  have  some  questions 
to  ask. 

TESTIMONY  OP  MR.  TILDEN  ADAMSON— Resumed. 

Mr.  Steele.  Mr.  Adamson,  I  understood  you  to  say  this  morning 
you  had  considerable  experience  as  an  accountant  and  auditor 
previously  in  your  connection  with  the  Shipping  Board  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Was  that  in  connection  with  the  city  of  New  York 
government  ? 

Mr.  Adamson.  Yes,  sir;  for  about  eight  or  nine  years. 
Mr.  Steele.  And  you  went  with  the  Shipping  Board  in  April, 


Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  In  what  capacity  at  that  time? 

Mr.  Adamson.  Deputy  comptroller. 

Mr.  Steele.  What  was  your  special  line  of  work  as  deputy  comp- 
troller. 

Mr.  Adamson.  It  was  not  laid  down  definitely  at  that  time, 
because  my  position  as  deputy  comptroller  was  regarded  as  simply 
temporary,  and  I  was  told  to  devote  myself  to  the  organization  end 
of  tne  comptroller's  office  in  the  finance  division.    It  was  then 
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expected  that  there  would  be  a  change,  and  that  I  would  be  made 
comptroller  m  a  very  short  tune,  and  I  was  made  comptroller  shortly 
after  I  went  there. 

Mr.  Steele.  In  April,  1919,  did  you  have  anything  to  do  with  the 
adjustment  of  claims  ? 

Mr.  Adamson.  Not  in  April — I  do  not  believe  I  had  any  work  on 
any  claims  up  to  that  time,  because  I  was  not  only  busy  on  the  organi- 
zation work,  but  on  setting  up  a  budget  of  our  requirements  to 
present  to  Congress. 

Mr.  Steele.  What  was  your  system  at  that  time  of  adjustment  of 
claims  ? 

Mr.  Adamson.  Up  to  that  time  we  had  a  cancellation  section  under 
the  direction  of  the  vice  president.  This  cancellation  section  made 
investigations  and  had  inventories  taken  and  made  recommenda- 
tions to  the  vice  president  in  charge  of  construction,  who  was  em- 

Sowered  to  make  claims  settlements.  It  became  apparent  that  Mr. 
^ckerson,  as  vice  president  in  charge  of  construction,  could  not  at  the 
same  time  act  as  a  claims  agency,  so  he  created  what  was  known  as  the 
cancellation  claims  and  contracts  board,  made  up  originally  of  heads 
of  divisions  in  the  Fleet  Corporation  organization,  and  headed  by  one 
of  the  special  assistants  to  the  vice  president. 

Mr.  Steele.  Has  that  system  remained  in  existence  up  until  this 
time? 

Mr.  Adamson.  No,  sir;  the  board  as  constituted  then  was  in 
existence  about  2  J  or  3  months,  when  a  new  cancellations  claims  and 
contract  board  was  formed,  made  up  of  men  who  did  not  have  the 
responsibilities  for  the  work  in  various  divisions;  that  is,  men  from 
the  outside,  you  might  say. 

Mr.  Steele.  Have  any  changes  since  been  made  in  that  system  ? 

Mr.  Adamson.  The  board  has  been  reconstituted  since  that  time. 

Mr.  Steele.  That  related  only  to  the  personnel  of  the  board,  how- 
ever ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  not  to  the  system  ? 

Mr.  Adamson.  There  have  been  changes  made  in  the  district  organ- 
ization of  the  board.  We  have  no  longer  the  district  boards,  but 
have  district  adjusters  to  take  the  place  of  the  district  board. 

Mr.  Steele.  In  the  work  of  this  board,  are  all  claims  presented  to 
it? 

Mr.  Adamson.  The  present  claims  board  ? 

Mr.  Steele.  Yes.  ^ 

Mr.  Adamson.  All  demands  for  cash  or  other  considerations  upon 
which  the  contractor  and  the  district  officials  can  not  agree  become 
what  we  know  as  claims  to  be  presented  to  the  claims  board.  Now, 
there  may  be  a  claim,  for  instance,  for  changes  and  extras  which  the 
contractor  would  present  to  the  district  officials,  who  after  investi- 
gation will  pass  upon  the  claim  in  a  manner  which  may  be  acceptable 
to  the  contractor.  If  not,  then  it  becomes  a  claim  in  the  claims 
board  sense,  and  comes  to  the  claims  board  for  settlement. 

Mr.  Steele.  All  claims  presented  to  the  board  are  filed  and  listed, 
or  do  you  keep  a  docket  of  them  ? 

Mr.  Adamson.  There  is  a  register  of  claims  kept  by  the  claims 
board. 

Mr.  Steele.  What  is  the  total  number  of  claims  that  you  have 
d,  so  far,  to  pass  upon  ? 
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Mr.  Adamson.  I  can  i;^ot  tell  you,  Mr.  Steele. 

Mr.  Steele.  Can  you  give  it  approximately  ? 

Mr.  Adamson.  With  the  small  commitment  claims,  I  would  say  that 
it  would  go  up  into  the  thousands. 

Mr.  Steele.  Do  you  mean  by  that  1,000  or  3,000? 

Mr.  Adamson.  I  should  say  it  might  be  3,000  or  4,000  claims. 
Mr.  Talbert  of  the  claims  board  can  tell  you  morf  accurately  about 
the  number  of  claims  thatj  they  have  passed  upon. 

Mr.  Steele.  Those  claims  have  been  passed  upon  and  adjusted^ 
the  greater  number  of  them.  Do  you  know  how  many  you  have 
unadjusted  at  this  time  ? 

Mr.  Adamson.  I  do  not  know  the  number.  The  amount  is  approx- 
mately  about  $95,000,000. 

•Mr.  Steele.  But  can  you  give  us  any  approximate  idea  as  to  the 
number  of  these  2,000  that  remain  unadjusted  ? 

Mr.  Adamson.  There  would  not  be  2,000— there  might  be,  I  should 
say,  350  to  500  claims  there  now;  may  be  more  than  that. 

Mr.  Steele.  That  are  unsettled  ? 

Mr.  Adamson.  That  is,  unsettled. 

Mr.  Steele.  Have  you  been  on  this  board  from  the  time  that  it 
was  organized,  from  immediately  after  you  went  with  the  board  in 
April,  1919,  down  to  the  present  time? 

Mr.  Adamson.  My  connection  with  the  board  terminated,  I  think, 
in  August,  1919,  when  they  constituted  a  board  made  up  of  new  men 
from  the  outside.  Since  then,  I  have  had  no  connection  with  the 
board  as  a  board,  but  have  simply  reported  to  it  on  behalf  of  the 
general  comptroller's  department. 

Mr.  Steele.  Are  you  acquainted  with  this  work  and  the  character 
of  work  it  does  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Do  you  regard  its  work  as  efficient? 

Mr.  Adamson.  Mr.  Steele,  I  do  not  Uke  to  characterize  the  work  of 
any  board  or  any  organization  above  me,  and  your  question  embar- 
rasses me  a  little  bit.  But  I  would  like  to  depart  from  what,  I  think, 
ought  to  be  the  standard  and  say  that  the  work  of  the  board  is  highly 
efficient,  and  that  the  board  is  made  up  of  men  who  are  well  qualified 
and  who  are  striving  very  earnestly  to  do  the  right  thing.  They  are 
able  men,  and  they  are  giving  a  great  deal  of  tune  and  attention  to 
this  work.    I  think  that  they  are  doing  the  work  mighty  well. 

Mr.  Steele.  These  specific  cases  that  you  were  asked  about  this 
morning,  are  those  the  exceptional  cases,  or  are  they  the  general  run 
of  cases? 

Mr.  Adamson.  I  was  asked  about  so  many  cases  this  morning, 
Mr.  Steele  

Mr.  Steele  (interposing).  I  am  taking  the  general  run  of  them. 
You  were  asked  about  several  specifications  this  morning,  I  just 
wanted  to  know  whether  they  represented  the  general  run  of  speci- 
fications that  came  before  your  board  or  remained  unsettled  at  this 
time,  or  whether  they  were  exceptional  cases  and  cases  that  were 
imsettled. 

Mr.  Adamson.  No;  I  think  you  might  say  they  represent  the 
general  run. 

Mr.  Steele.  Take,  for  instance,  Mr.  Adamson,  the  case  of  the 
Merrill-Stevens  Co.  I  understood  you  to  say  that  that  case  had  been 
settled. 
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Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Has  it  been  completely  settled  with  the  money  paid, 
and  absolutely  concluded  ? 

Mr.  Adamson.  No:  it  has  not  been  absolutely  concluded;  all  the 
details  of  settlement  have  not  been  finished.  We  have  not,  for 
instance,  received  the  $300,000  which  we  ought  to  receive.  We  have 
the  mortgages  on  the  north  side  plant.  We  have  not  paid  all  the 
commitments  which  remain  to  be  paid.  There  may  be  a  dozen  small 
commitments  yet  to  be  paid  on  that. 

Mr.  Steele.  It  was  testified  previously  in  this  investigation,  as  I 
recollect  it,  that  a  very  large  amount  of  money  had  been  overpaid  to 
the  Merrill-Stevens  Co.    Has  that  all  been  adjusted  in  this  settlement  'i 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  It  has  all  been  adjusted? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  So  that  it  came  down  in  the  final  analysis  in  the  ad- 
justment that  there  was  $300,000  due  the  Government? 

Mr.  Adamson.  $300,000,  plus  the  value  of  the  plant  and  the  ma- 
terials in  the  plant. 

Mr.  Steele.  As  to  that  remainder  due  the  Government  by  that 
company,  is  it  secured  in  any  way  ? 

Mr.  Adamson.  $300,000  is  secured  by  mortgage  on  the  north  side 
of  the  plant,  which  is  a  very  valuable,  active  plant. 

Mr.  Steele.  Is  it  considered  an  adequate  security? 

Mr.  Adamson.  Oh,  yes,  sir;  I  should  say  that  that  is  more  than 
adequate. 

Mr.  Steele.  Then,  so  far  as  any  overpa3rments  that  were  made  to 
the  Merrill-Stevens  Co.,  there  will  be  no  loss  to  the  Government? 

Mr.  Adamson.  Oh,  there  will  be  a  loss,  of  course;  there  has  been  a 
loss.  The  Merrill-Stevens  settlement,  Mr.  Steele,  was  a  settlement 
which  you  might  describe  as  being  the  best  possible  salvage  from  a 
very  serious  wreckage.  We  had  a  wreck  there;  we  wanted  to  go  in 
and  get  what  we  could  out  of  it. 

Mr.  Steele.  Perhaps  I  did  not  make  my  question  clear  to  you, 
Mr.  Adamson:  I  mean,  any  losses  to  the  Government  by  reason  of 
any  overpayment  to  them  during  the  pendency  of  their  contract  ? 

Mr.  Adamson.  We  had  overpaid  them  considerably — many  millions 
of  dollars;  that  is,  we  had  paid  them  more  than  the  contract  prices. 
They  had  made  contracts  at  prices  which  were  possibly — ^well,  there 
is  no  doubt  about  it;  they  were  entirely  too  low,  and  tney  could  not 
build  the  ships  for  those  prices.  These  were  lump-sum  contracts, 
and  while  they  were  not  settled  on  what  is  commonl}^  known  as  cost- 
plus  basis,  that  was,  as  I  understand  it,  the  general  principle  followed, 
that  the  Merrill-Stevens  would  receive  credit  practically  for  the  cost 
of  the  work.  The  overpayments  were  payments  in  excess  of  the 
amounts  earned  under  the  lump-sum  contracts,  and  were  not  pay- 
ments in  excess  of  amounts  paid  out  on  account  of  the  work. 

Mr.  Steele.  I  understand  that.  The  adjustment  was  made,  you 
say,  on  the  basis  of  $300,000,  and  that  is  secured  by  a  mortgage  on 
the  outside  plant,  which  is  good  for  the  amount  of  the  mortgage  ? 

Mr.  Adamson.  Yes,  sir;  that  is  what  they  got  back,  in  addition  to 
the  value  of  the  plant  and  materials. 

Mr.  Steele.  So  that  that  claim  is  absolutely  adjusted,  then? 

Mr.  Adamson.  Except  for  the  adjustment  of  small  commitments. 
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Mr.  Steele.  You  stated  this  morning  that  the  American  Ship- 
building Co.  contract  had  been  adjusted  ? 

Mr.  Adamson.  There  has  been  this  reconversion  of  contract. 

Mr.  Steele.  Did  you  make  that  adjustment  ? 

Mr.  Adamson.  No,  sir. 

Mr.  Steele.  Who  did  make  it  ? 

Mr.  Adamson.  That  was  handled  by  Mr.  Martin  Gillen. 
Mr.  Steele.  Have  you  any  personal  knowledge  of  how  that  came 
about  ? 

Mr.  Adamson.  On  September  19,  1919,  Mr.  Chester  W.  Cuthell,  I 
believe,  as  counsel  of  the  American  Shipbuilding  Co.,  sent  a  proposal 
to  the  Fleet  Corporation. 

Mr.  Steele.  When  was  that? 

Mr.  Adamson.  September  19,  1919,  sent  a  proposal  to  the  Fleet 
Corporation  that  we  reconvert  to  a  lump-sum  basis;  and  this  pro- 
posal estimated  that  the  cost  under  the  then  cost-plus  contract,  and  all 
the  cost-plus  profit  and  everything  else  would  be  $132,515,800,  as  I  re- 
call it,  and  they  proposed  to  settle  on  that  basis — that  is,  to  make  that 
estimate  the  figure  for  the  lump-sum  contract  to  be  made,  settling  all 
claims  on  account  of  these  176  ships.  * 

Mr.  Steele.  The  American  Shipbuilding  Co.  is  located  where  ? 

Mr.  Adamson.  They  have  six  different  plants.  One  is  at  Cleve- 
land— I  have  forgotten  where  the  most  of  their  plants  are  located. 
They  are  all  around  the  Great  Lakes — six  different  plants. 

Mr.  Steele.  Is  this  company  largely  controlled  by  the  Rockefeller 
interests  ? 

Mr.  Adamson.  I  do  not  know  who  controls  it,  Mr.  Steele. 
Mr.  Steele.  Did  this  proposal  first  come  from  the  American  Ship- 
building Co.,  or  was  it  suggested  to  them  by  the  Shipping  Boara? 
How  did  it  come  to  you  that  the  suggestion  came  to  the  Shipping 
Board  as  to  a  change  of  contract  ? 

Mr.  Adamson.  One  of  the  reasons  stated  was  related  to  this  ques- 
tion of  taxation  on  amortization.  I  do  not  know  who  first  suggested 
any  reconversion,  but  the  first  proposition  that  I  ever  saw  was  in  Sep- 
tember 19,  1919,  and  among  the  advantages  held  out  to  the  Fleet 
Corporation  was  that  we  would  have  a  dennite,  final  figure  of  costs 
rather  than  a  so-called  uncertain  figure  under  a  cost-plus  contract, 
and  among  the  advantages  held  out  for  the  contractor  was  that  he 
would  be  free  to  deal  with  his  labor  conditions  out  there,  and  he  would 
probably  conduct  the  work  with  greater  economy. 

Mr.  Steele.  Mr.  Gillen  testified  that  the  matter  came  by  the 
request  of  the  owners,  the  American  Shipbuilding  Co.,  and  that 
a  resolution  passed  by  their  board  of  directors  to  the  effect  that 
their  corporation  would  not  be  permitted  to  take  over  10  per  cent 
profit  on  war  work;  is  that  your  recollection,  that  it  came  to  the 


more  before  this  reconversion  contract.  As  I  explained  this  morning, 
the  resolution  of  the  board  of  directors  was  incorporated  in  the 
October  20,  1918,  cost-plus  contract  made  by  Mr.  Piez.  There  was 
a  great  deal  of  confusion  in  Mr.  Gillen's  testimony.  He  was  mixing 
with  his  settlement  things  that  had  happened  a  year  before. 
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Mr.  Steele.  Then,  did  this  action  on  the  part  of  the  American 
Shipbuilding  Corporation  come  at  the  suggestion  of  Mr.  Piez,  or  was 
it  voluntary  upon  their  part  ?    Who  took  the  initiative  in  the  matter  ? 

Mr.  Adamson.  We  are  discussing  now  the  final  settlement  ; 

Mr.  Steele  (interposing).  No;  I  am  talking  about  the  v^ry  begin- 
ning of  the  change  of  this  contract.  I  have  read  to  you  an  extract 
from  Mr.  Gillen's  testimony,  where  he  said  that  the  American  Ship- 
building Corporation  first  passed  a  resolution  that  thev  would  not 
take  more  than  10  per  cent  profit  on  the  contract,  and  that  that  was 
brought  to  the  attention  of  the  Shipping  Board,  and  then  the  matter  was 
handed  over  to  Mr.  Gillen,  and  that  Mr.  Gillen  finally  made  the  set- 
tlement. I  understood  you  to  say  this  morning  that  the  question 
came  from  Mr.  Piez  in  some  way.    I  just  want  to  clarify  the  situation. 

Mr.  Adamson.  May  I  state  this,  so  I  can  answer  your  question  and 
get  the  facts  before  you  ? 

Mr.  Steele.  That  is  what  we  want,  the  facts. 

Mr.  Adamson.  There  were  lump-sum  contracts  for  176  ships,  and 
Mr.  Piez  called  upon  the  American  Shipbuilding  Co.,  to  maKe  new 
contracts  that  would  guarantee  the  Fleet  Corporation  against  pay- 
ing excessive  profits. 

Mr.  Steele.  Do  you  recall  when  that  was  ? 

Mr.  Adamson.  That  was,  I  should  say,  along  in  August  or  Septem- 
ber when  they  first  began  to  negotiate. 
Mr.  Steele.  Of  what  year  ? 
Mr.  Adamson.  1919.  *  ^ 

Mr.  Steele.  When  did  Mr.  Gillen  come  with  the  Shipping  Board? 

Mr.  Adamson.  October,  1919.  As  a  result  of  the  negotiations  of 
Mr.  Piez  with  this  company  on  October  24,  1918,  the  contract  No. 
521  was  executed  merging  the  lump-sum  contracts  into  a  cost-plus 
contract.  This  cost-plus  contract  had  been  in  effect  almost  one  year 
when  Mr.  Gillen  came  to  the  Fleet  Corporation. 

In  making  this  cost-plus  contract  in  October,  1918,  it  was  estimated 
that  Mr.  Piez  had  saved  the  corporation  probably  $20,000,000, 
because  the  original  contract  price  of  these  176  ships  was  $139,000,000 
plus,  and  on  top  of  that  there  would  have  been  claims  for  changes 
and  extras  and  other  amounts,  which  were  estimated  by  the  ship- 
construction  division  as  going  as  high  as  $152,406,000.  So  that  the 
estimated  saving  was  the  difference  between  $152,406,000  and  what 
have  been  the  cost  under  the  cost-plus  contract  No.  521  of  October, 

1918.  None  of  us  knew  just  what  that  cost  would  be  under  this  cost-plus 
contract.  We  thought  we  would  have  to  await  the  completion  of  the 
work,  but,  as  I  say,  on  September  19,  1919,  this  proposal  came  from 
the  contractor  to  go  back  to  a  lump-sum  basis  at  $132,515,800. 

There  was  no  one  who  knew  about  the  case  at  that  time — October, 

1919,  when  Mr.  Gillen  was  making  the  settlement,  who  had  any 
thought  of  saving  $25,900,000  or  any  such  amount  as  that.  We  all 
knew  that  a  year  before  the  savings  had  been  made,  if  any,  and  tjjat 
there  could  not  have  been  any  saving  was  shown  by  the  fact  that  in 
the  proposal  to  settle  on  a  basis  of  $132,515,800,  the  contractor  said  the 
price  named  is  as  close  an  estimate  as  is  possible  under  the  difficult 
circumstances  of  what  the  Emergency  Fleet  Corporation  would  hay© 
to  pay  if  the  present  contract  was  continued  and  the  present  wage 
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What  we  did  in  making  the  Gillen  settlement  of  October,  1919, 
was  to  take  the  contractor's  estimate  of  what  it.  would  cost,  and 
incorporate  it  in  a  lump  smn  contract  as  the  contract  price. 

Judge  Payne  did  not  accept  Mr.  Gillen's  recommendation  literally, 
but  cut  $1.05  a  dead  weight  ton  off  of  Mr.  Gillen's  recommenda- 
tions, so  that  the  contract  as  actually  made  was  $131,707,000,  I 
believe  is  the  figure. 

Mr.  Steele.  Then  this  matter  had  really  been  adjusted  in  this 
way  prior  to  the  settlement  made  by  Mr.  Gillen,  but  Mr.  Gillen 
simply  carried  it  out  in  the  form  of  a  new  written  contract  ? 

Mr.  Adamson.  Well,  I  do  not  believe  he  carried  out  the  contract 
of  October  24,  1918.  That  was  a  cost  plus  contract,  and  we  were 
to  pay  cost  plus  10  per  cent.  We  do  not  know  what  the  cost  would 
have  been:  it  might  have  been  $125,000,000;  it  might  have  been 
$135,000,000. 

Mr.  Steele.  The  proposition  had  been  made  by  the  American 
Shipbuilding  Company  to  the  board  to  change  it  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Previously  to  this  time  Mr.  Gillen  actually  made 
the  settlement  ? 

Mr.  Adamson.  Yes,  sir.  * 
Mr.  Steele.  That  is  correct,  is  it  not  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  that  was  made  a  considerable  time  before  the 
settlement  was  actually  made  ? 

Mr.  Adamson.  The  first  proposal  was  September  19,  and  Mr. 
Gillen,  I  think,  came  to  Philadelphia  on  the  matter  about  10  days 
later,  October  1st,  2d,  or  3d. 

Mr.  Steele.  And  then  the  proposition  made  by  the  company  was 
put  in  the  shape  of  a  new  contract  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  that  resulted,  as  you  say,  in  a  saving  to  the 
Government  of  about  $20,000,000  ? 

Mr.  Adamson.  No,  sir;  it  did  not  result  in  the  saving  of  a  cent. 

Mr.  Steele.  It  did  not  result  in  the  saving  of  a  cent  ? 

Mr.  Adamson.  On  the  contrary,  I  will  say  it  might  have  resulted 
in  a  loss,  and  I  want  to  make  it  quite  clear  that  the  only  saving  that 
I  ever  heard  of  in  connection  with  this  was  made  on  October  24, 
1918,  when  all  the  lump  sum  contracts  were  merged  into  a  single 
cost  plus  contract;  that  the  contractor's  own  estimate  of  what  the 
cost  to  the  Fleet  Corporation  would  have  been  was  $132,515,800. 

Now,  when  Mr.  Gillen  accepted  the  contractor's  own  figures  and 
recommended  them  to  Judge  Payne,  he  certainly  could  not  navtfi  had 
in  mind — there  could  not  have  been  any  saving,  because  he  was 
recommending  the  identical  figure  ofl^ered  by  the  contractor. 

Mr.  Steele.  Under  these  contracts,  as  originally  made,  does  the 
board  have  any  right  to  change  them  from  a  cost-plus  to  lump  sum  ? 

Mr.  Adamson.  From  lump  sum  to  cost  plus  ? 

Mr.  Steele.  Yes,  just  the  reverse,  of  the  way  I  put  it. 

Mr.  Adamson.  There  was  no  stated  right  in  the  contract,  but  it 
was  my  imderstanding,  and  I  think  Mr.  Piez  himself  told  me  this, 
that  at  the  time  the  contracts  were  made  it  was  understood  that  these 
were  contracts  made  in  a  hurry  to  get  ship  construction  under  way, 
and  that  there  would  have  to  be  a  readjustment  in  prices,  to  see  that 
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the  Fleet  Corporation  did  not  pay  more  than  a  just  price.  It  was 
not  until  almost  a  year  later,  aiter  the  work  had  been  going  on  for  a 
long  time,  that  thev  could  get  some  idea  of  what  the  profits  and  what 
the  costs  of  the  snips  would  be.  As  I  explained  this  morning,  I 
understood  that  Mr.  Piez  had  become  possessed  of  some  financial 
statement  indicating  that  they  were  making  very  large  profits,  and 
that  he  used  that  as  a  basis  ?or  demanding  that  they  cliange  to  a 
cost-plus  contract. 

Mr.  Steele.  Were  other  contracts  changed  in  the  same  way? 

Mr.  Adamson.  QTiite  a  number  of  lump-sum  contracts  were 
changed  into  cost-plus  contracts. 

Mr.  Steele.  About  the  same  time? 

Mr.  Adamson.  Well,  I  do  not  know  of  any  right  at  that  same  time. 

Mr.  Steele.  Well,  substantially  about  that  time? 

Mr.  Adamson.  Yes,  substantially  the  same  time. 

Mr.  Steelk.  This  morning  you  mentioned  a  possible  reason  for 
the  American  Shipbuilding  Co.  to  change  the  contract  for  the  purpose 
of  saving  on  their  taxation  to  the  Government  ? 

Mr.  Aj)AMson.  That  was  a  subject  of  considerable  correspondence 
between  the  Fleet  Corporation  and  the  American  Ship. 

When  the  cost-plus  Contract  was  made  by  Mr.  Piez  in  October, 
1918,  there  was  a  provision  for  $4,500,000  for  amortization  of  plant, 
and  the  contractor  was  ver}^  fearful  that  that  amount  of  money 
would  be  taxed  as  income,  and  they  tried  to  get  the  Fleet  Corporation 
to  intervene  with  the  Treasury  Department  to  prevent  that;  but 
Mr.  Ackerson  and  Mr.  Chase  Eastman,  one  of  our  counsel  in  Philadel- 
phia, and  certain  others  all  decided  that  the  Fleet  Corporation  should 
not  interfere  with  any  other  governmental  department  to  save  any 
contractor  from  taxation. 

Mr.  Steele,  may  I  inject  something  here  to  cover  my  failure  to 
reply  fully  to  the  chairman  this  morning,  when  he  asked  me  what 
objections  there  were  to  this  settlement  with  Mr.  Gillen?  I  should 
have  said,  Mr.  Chairman,  that  Mr.  Houston  had  in  mind  another 
rather  serious  question.  This  $4,500,000  about,  for  amortization, 
was  a  definite  allowance  as  a  special  amortization;  that  was  in  the 
cost-plus  contract.  But  in  the  definition  of  costs,  the  contractor  was  to 
have  the  costs  of  aU  the  ships,  plus  25  per  cent  overhead  and  the 
overhead  was  to  include  general  operating  overhead,  special  depre- 
ciation, alterations  and  equipment  of  plants,  due  to  excessive  war 
costs. 

It  was  the  contention  of  Mr.  Houston,  and  I  supported  him  in  this 
contention  at  least  to  the  extent  of  saying  we  should  have  an  opinion 
fromf  our  general  counsel  on  the  subject  before  going  ahead  with 
Mr.  Gillen's  settlement — it  was  Mr.  Houston's  contention  that  the 
25  per  cent  overhead  allowance  included  this  special  amortization 
allowance  of  $4,500,000,  and  that  we  should  not  permit  the  $4,500,000 
as  a  separate  allowance.  I  raised  that  question  at  the  time  that  Mr. 
GiUen  made  the  settlement  but  Mr.  Ackerson  ruled  that  the  $4,500,000 
was  entirely  separate  from  overhead  of  25  per  cent.  So,  accordingly, 
in  the  settlement  made  by  Gillen  the  $4,500,000  was  paid  as  a  sepa- 
rate allowance,  included  in  the  lump-sum  price,  of  course. 

Mr.  Steele.  You  stated  that  the  procedure  before  your  board  was 
for  the  claimant  to  present  a  statement  of  his  claim  to  the  board  ? 

Mr.  Adamson.  Yes,  sir. 


SHIPPING  BOARD  OPERATIONS. 


3327 


Mr.  Steele.  Which  should  be  taken  up  and  passed  upon? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  that  frequently  subsequent  chaises  were  made 
to  the  board,  asking  enlai^ed  amounts  from  the  Goverment? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  In  your  analyses  of  the  subsequent  statements,  what 
were  the  enlarged  amounts  made  up  of?  Was  it  work  done  since 
the  presentation  of  the  original  claim,  or  was  it  an  increased  amount 
claimed  for  work  done  or  materials  furnished  under  the  original  con- 
tract, or  how  did  that  happen  ? 

Mr.  Adamson.  Well,  to  a  large  extent  they  were  just  simply  manu- 
factured additions;  they  were  entirely  fictitious  additions  to  the 
claims.  I  might  give  you  a  general  indication  in  connection  with  the 
Downey  claim. 

Mr.  Steele.  The  award  of  $15,000,000,  and  the  claim  was  

Mr.  Adamson  (interposing).  $21,239,000. 
Mr.  Steele.  $21,239,000? 

Mr.  Adamson.  Yes,  sir.  That  claim  was  never  filed  in  a  formal 
way  and  sworn  to  as  other  claims,  but  Mr.  Downey  dilring  the  summer 
of  1919  and  all  the  fall  of  1919  would  present  claims  and  we  would 
proceed  on  the  theory  that  we  had  the  ultimate  claim  from  him. 
And  on  his  failure  to  get  a  settlement  he  would  add  to  his  claims,  and 
he  has  added  amounts  like,  expense  through  default  of  owner, 
$1,744,000,  and  on  the  very  last  day  of  the  hearing,  after  he  had 
had  some  weeks  and  months  of  hearings,  on  his  claim  before  the  dis- 
trict adjuster  in  New  York,  he  added  about  $802,000  for  excess 
tonnage. 

Then,  at  one  of  the  hearings  before  the  claims  board  in  Washington, 
after  the  claim  had  gotten  down  there,  he  added  $767,750.59,  as  cost 
or  allied  loss  in  refinancing  a  $750,000  private  loan.  That  shows 
the  general  character  of  inflation  of  the  claims. 

Afr.  Steele.  There  was  nothing  in  the  contract  covering  those 
items  ? 

Mr.  Adamson.  Oh,  no,  sir.  The  first  one  I  read  off,  the  loss  through 
default  of  the  owner,  if  there  had  been  actually  a  default  of  the  owner, 
through  which  he  had  suffered  a  loss,  we  naturally  should  have  reim- 
bursed him  for  it,  but  he  had  not  claimed  that  and  did  not. 

Mr.  Steele.  No  such  claims  were  allowed  by  the  board,  were  they  ? 

Mr.  Adamson.  No,  sir. 

Mr.  Steele.  This  morning  you  were  asked  about  the  Morse 
settlement  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  I  imderstood  you  to  say  that  the  claim  was  presented 
there  bv  the  Morse  Co.    By  that  do  you  mean  the  Groton  Co.  ? 
Mr.  Adamson.  Yes,  sir,  on  the  Noank  contract,  the  last  one. 
Mr.  Steele.  The  claim  was  presented  for  something  like  $900,000. 
Mr.  Adamson.  It  was  about  $900,000. 

Mr.  Steele.  And  there  was  an  award  made  in  favor  of  the  Govern- 
for  $235,000. 

Mr.  Adamson.  Approximately  $285,000,  Mr.  Steele. 
Mr.  Steele.  Do  you  know  whether  that  claim  is  secured  to  the 
Government  ? 

Mr.  Adamson.  Under  certain  financial  arrangements  which  we 
had  made  providing  for  an  advance  of  $1,000,000  to  the  Groton 
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Co.,  the  Virginia  Shipbuilding  Corporation  became  a  surety  for  the 
repayment  of  that  money. 
MR.  Steele.  How  secured  ? 

Mr.  Adamson.  Well,  it  just  promised  to  see  that  it  was  paid,  and 
there  was  a  contract  drawn  up  to  that  effect. 
Mr.  Steele.  A  contract  of  guaranty  ? 
Mr.  Adamson.  I  do  not  remember. 

Mr.  Steele.  Or,  was  it  a  mortgage,  do  you  remember,  on  the 
Groton  plant  ? 

Mr.  Aj)amson.  We  had  a  mortgage  on  the  Groton  plant. 

Mr.  Steele.  You  did  have  a  mortgage  on  the  Groton  plant  ? 

Mr.  Adamson.  Yes,  we  had  a  mortgage  of  about  $1,750,000. 

Mr.  Steele.  Was  that  intended  to  secure  this  balance  of  $285,000 
that  you  found  in  favor  of  the  Government? 

Mr.  Adamson.  Well,  whatever  security  there  was,  of  co]arse,  would 
apply  to  that. 

Mr.  Steele.  In  this  award  of  $285,000,  did  you  take  into  considera- 
tion the  advances  made  to  the  Government  down  to  the  time  of  the 
award  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Have  you  any  knowledge  of  any  adjustment  of  the 
claims  to  the  Government  against  the  Virginia  Shipbuilding  Plant  ? 
Mr.  Adamson.  No,  no  recent  knowledge,  Mr.  Steele. 
Mr.  Steele.  No  recent  knowledge  ? 
Mr.  Adamson.  No,  sir. 

Mr.  Steele.  Well  has  there  been  any  transactions  since  you  did 
have  knowledge  on  the  subject. 

Mr.  Adamson.  Well,  I  think  there  have  been  quite  a  number  of 
changes  in  our  relations  with  the  Virginia  Ship.  I  believe  we  have 
taken  back  certain  ships  which  were  sold  to  the  Virginia  Co. 

Mr.  Steele.  So  that  there  have  been  some  credits  since  then  ? 

Mr.  Adamson.  Some  credits  through  the  taking  back  of  ships. 

Mr.  Steele.  You  do  not  feel  capable,  then,  of  stating  the  condi- 
tion of  the  accoimts  between  that  company  and  the  Government? 

Mr.  Adamson.  No,  sir;  I  do  not. 

Mr.  Steele.  You  stated  this  morning  that  one  of  the  reasons 
why  a  large  number  of  these  matters  were  unadjusted  was  that  you 
did  not  have  sufficient  force  in  the  office.  Do  you  mean  clerical  or 
auditing  force  ? 

Mr.  Adamson.  I  do  not  believe  you  have  understood  me  on  that. 
I  stated  that  one  of  the  reasons  why  they  were  not  up  on  the  rebilling 
was  that  their  force  had  been  considerably  crippled.  Of  course,  that 
is  not  holding  up  the  adjustments  by  the  claims  board;  the  claims 
board  can  go  ahead  and  make  its  awards  subject  to  an  audit,  to 
determine  just  what  the  status  of  the  accounts  is. 

As  a  matter  of  fact,  in  the  great  majority  of  the  cases  the  audits 
are  completed  at  the  time  we  make  our  recommendations  to  the 
board,  tnat  is,  we  have  an  audit  that  is  current  with  the  negotiations 
w;ith  the  contractor;  sometimes  current  and  sometimes  precedes 
negotiations,  and  finally  is  used  by  the  negotiator  in  negotiating  the 
settlement.  Ordinarily  it  may  be  said  that  the  audit  is  completed 
before  the  claims  board  acts. 
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Mr.  Adamson.  Yes,  sir. 
Mr.  Steele.  They  do  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Is  that  done  on  their  theory  of  avoiding  litigation, 
or  do  they  accept  it  because  of  the  equitable  character  of  the  award  ? 

Mr.  Adamson.  I  think  the  most  of  them  accept  it  on  the  theory 
that  they  are  getting  all  that  is  coming  to  them. 

Mr.  Steele.  You  were  explaining  this  morning  that  Judge  Payne's 
decision  with  reference  to  the  powers  of  the  board,  to  make  what 
Mr.  Walsh  called  an  equitable  adjustment  of  the  claims  presented; 
it  was  not  quite  clear  to  my  mind  what  Judge  Payne's  decision  was 
in  that  matter. 

Mr.  Adamson.  I  do  not  feel  quite  competent  to  make  it  clear,  Mr. 
Steele.  It  lies  outside  of  my  province,  and  if  you  would  excuse  me, 
I  would  appreciate  it,  because  it  is  something  with  which  I  had 


Mr.  Steele.  The  impression  made  on  my  mind — and  I  will  ask 
you  to  say  whether  I  am  correct  or  not  in  my  understanding  of  it — 
was  that  the  board  did  proceed  to  make  equitable  adjustments  of 
matters  where  there  was  any  really  controverted  matter  for  adjust- 
ment, but  that  Judge  Payne  held  that  where  there  was  no  contro- 
verted  matter  between  the  Government  and  the  contractor  it  was 
beyond  the  province  of  the  Shipping  iBoard  to  yield  any  admitted 
right  on  the  part  of  the  Government;  that  that  would  nave  to  go 
before  Congress  for  further  authority.  Was  that  your  thought  about 
it  ?    That  was  the  impre^ssion  on  my  mind. 

Mr.  Adamson.  The  general  effect  of  Judge  Payne's  decision  was 
that  we  could  not  take  promises  or  assumptions  on  the  part  of  the 
shipbuilder,  or  promises  made  to  the  shipbuilder  that  he  would  get 
three  or  four  turns  of  ways  as  a  basis  of  making  a  settlement;  that 
is,  in  making  a  settlement,  we  would  have  to  be  limited  by, our 
actual  contract  obligations,  although  it  might  be  felt  that  such  a 
settlement  would  be  unjust  to  the  shipbuilder. 

Let  us  say  we  had  made  a  contract  with  the  shipbuilder  for  five 
ships,  and  he  expects  to  get  at  least  15  ships,  and  he  thinks  his 
profits  out  of  15  ships  will  enable  him  to  amortize  the  plant.  We 
go  ahead  and  cancel,  even,  say,  the  first  five  which  we  have  given 
him,  and  do  not  give  him  any  more.  In  making  the  settlement  on 
the  cancellation  on  the  first  five,  of  course,  we  would  be  entitled  to 
consider  a  proper  amortization,  but  not  an  amortization  of  the  entire 
plant,  of  course. 

Now,  what  the  wood  shipbuilders  wanted  was  a  more  generous 
treatment  in  the  matter  of  amortization  and  more  generous  treat- 
ment in  the  matter  of  settlement,  so  that  they  would  not  have 
to  be  out  of  pocket  as  a  result  of  their  venture  into  the  shipbuilding 
business. 

Mf.  Steele.  That  phase  of  the  matter,  then,  as  I  understand 
you,  was  simply  this,  that  Judge  Payne  held  that  he  was  limited 
by  the  terms  of  the  contract,  that  he  could  not  reform  the  contract 
And  make  a  new  contract  more  favorable  to  the  contractor? 

Mr.  Adamson.  And  that  he  felt  that  Congress  should  authorize 
any  such  reformation  of  contracts  in  the  future. 

The  Chairman.  With  reference  to  the  Groton  Iron  Works^  settle- 
ment, you  say  a  cl^im  was  for  some  $900,000  on  account  of  the 
Noank  plant  ?  j 
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Mr.  Adamson.  That  is  a  wood-ship  contract. 
The  Chairman.  That  is  the  wood  ship  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  about  the  steel-ship  contract  there  ? 

Mr.  Adamson.  Well,  that  is  covered  in  this  April  settlement. 

The  Chairman.  Has  there  been  a  settlement  ? 

Mr.  Adamson.  Well,  the  settlement  contract  has  been  made. 

The  Chairman.  The  Groton  Iron  Works  went  surety,  did  they 
not,  for  the  Virginia  Shipbuilding  contract,  in  the  beginning? 

Mr.  Adamson.  I  do  not  recall,  Mr.  Chairman.  When  we  ad- 
vanced money,  $1,000,000,  about  April  29,  1920,  for  the  completion 
of  the  work  at  Groton,  the  Virginia  ship  was  then  required  to  be- 
come a  surety  for  the  payment  of  that  money. 

The  Chairman.  That  is  for  the  Groton  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  But,  when  you  went  into  the  contract  with  the 
Virginia  Ship,  was  not  the  Groton  Works  involved  in  the  assurity 
for  the  performance  of  the  Virginia  Ship? 

Mr.  Adamson.  I  do  not  remember,  Mr.  Chairman. 

The  Chairman.  Do  you  know  whether  the  Virginia  Shipbuilding 
Corporation  has  recently  been  sued  for  an  accounting  ? 

Mr.  Adamson.  By  the  Fleet  Corporation  ? 

The  Chairman.  Yes. 
'   Mr.  Adamson.  No,  sir;  I  do  not  know. 

The  Chairman.  Do  you  know  whether  the  Virginia  Shipbuilding 
Corporation  sued  the  I^^leet  Corporation  for  an  accounting? 

Mr.  Adamson.  I  have  understood  that  there  was  some  suit  either 
already  brought  or  in  contemplation. 

The  Chairman.  Is  Mr.  Cuthell  now,  or  was  he,  counsel  for  the 
American  Shipbuilding  Corporation  ? 

Mr.  Adamson.  Mr.  Cuthell  was  in  October,  1919,  counsel  for  the 
American  Sliipbuilding  Corporation. 

The  Chairman.  And  he  was  prior  to  that  time  counsel  for  the 
Shipping  Board  ? 

Mr.  Adamson.  General  counsel  for  the  Shipping  Board — Emer- 
gency Fleet  Corporation. 

The  Chairman.  Do  you  know  whether  or  not  he  passed  on  these 
contracts  with  the  American  Shipbuilding  Corporation  while  he  was 
counsel  for  the  Fleet  Corporation  ? 

Mr.  Adamson.  I  believe  that  he  had  to  do  with  the  contracts,  at 
least  one  of  them. 

The  Chairman.  Did  I  understand  you  to  say  that  he  negotiated 
this  last  contract  of  settlement  ? 

Mr.  Adamson.  Who,  Mr.  Cuthell  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  I  believe  Mr.  Cuthell  signed  the  first  letter  of 
September  19.    I  think  that  Mr.  M.  E.  Farr,  president  of  the  com- 

Eany,  signed  the  second  letter,  which  was  of  September  25 ;  and  that 
[r.  Farr  and  Mr.  Cuthell  both  had  to  do  with  the  negotiations  with 
Mr.  Gillen. 

Mr.  Chairman,  you  asked  me  this  morning  about  the  completion  of 
this  contract.  I  might  say  that  at  the  time  this  settlement  by 
Mr.  Gillen  was  made  there  were  131  ships,  which  had  been  delivered 
at  that  time,  and  there  remained  45  to  be  delivered. 
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The  Chairman.  You  have  nothing  to  do  with  the  adjustments  of 
operators^  agreements? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  And  nothing  to  do  with  the  adjustment  of  claims 
on  account  of  commandeered  ships  ? 

Mr.  Adamson.  I  have  nothing  to  do  with  claims  on  account  of 
ships  commandeered  after  their  completion;  that  is,  ships  that  were 
on  the  seas  and  commandeered  for  use.  Theoretically,  I  do  not 
have  to  report  on  any  claim  on  account  of  ships  requisitioned  on 
the  ways. 

The  Chairman.  You  were  talking  about  ships  commandeered  at 
sea.    They  call  them  commandeered  ships,  do  they  not  ? 

Mr.  Adamson.  I  have  not  had  anything  to  do  with  any  of  those 
claims,  Mr.  Chairman. 

The  Chairman.  Do  you  recall  any  claim  filed  with  the  Shipping 
Board  or  the  Fleet  Corporation  on  behalf  of  the  Green  Star  Co.  ? 

Mr.  Adamson.  Yes,  sir — oh,  Green  Star?  I  do  not  know  of  a 
claim;  I  recall  a  transaction  there  in  connection  with  the  Green  Star. 

The  Chairman.  Was  that  a  construction  clnim? 

Mr.  Adamson.  The  Green  Star  Steamship  Corporation  held  a  con- 
tract with  the  G.  M.  Standifer  Construction  Corporation,  for  the  con- 
struction of  five  ships,  and  there  was  some  trouble  with  financing  this 
contract;  and  on  April  20,  1920,  an  arrangement  was  made  with  the 
Fleet  Corporation  and  by  which  the  Fleet  Corporation  took  over  the 
Green  Star  contract,  and  at  the  same  time  made  a  contract  with  the 
Green  Star  by  which  we  sold  back  the  ships  to  the  Green  St^r,  at 
their  exact  cost  to  the  Fleet  Corporation,  under  this  first  ag  cement. 

The  Chairman.  Was  that  for  the  construction  of  ships  that  ha.d 
previously  been  canceled  by  the  Shipping  Board  or  Fleet  Corporation  ? 

Mr.  Adamson.  You  can  hardly  say  tnat  it  is  for  the  construction 
of  the  same  ships.  As  a  matter  of  fact,  that  is  practically  true.  We 
canceled  five  ships  on  a  contract  which  we  had  with  the  G.  M. 
Standifer  Co.,  and  on  November  3,  1919,  the  G.  M.  Standifer  Co. 
made  a  contract  with  the  Nafra  Co.  (Inc.),  to  build  five  ships  thot 
were  practically  identical  in  size  and  design  with  the  five  ships  which 
we  had  canceled.  The  Nafra  Co.  and  the  Green  Star  Co.  are  affiliated 
companies,  and  the  Green  Star  Co.,  it  appears,  was  the  chief  holder 
of  the  rights  of  the  Nafra  Co.  in  this  contract  when,  on  April  20,  we 
took  over  the  contract. 

The  Chairman.  The  Nafra  or  the  Green  Star  were  having  diffi- 
culty in  financing  the  contract  for  these  five  ships  with  the  Standifer 
Co.  ? 

Mr.  Adamson.  That  is  my  understanding. 

The  Chairman.  And  the  Shipping  Board  came  in  to  it  to  help  out 
financing  the  contract,  with  an  agi*eement  that  the  Green  Star  or  the 
Nafra  would  take  the  ships  off  their  hands  after  they  were  completed  ? 

Mr.  Adamson.  Correct — at  the  exact  cost  to  us. 

The  Chairman.  Was  not  the  same  material  used  in  the  construc- 
tioa  of  these  two  ships  that  was  sent  to  the  yard  by  the  Fleet  Corpo- 
ration for  these  five  ships,  which  were  canceled  ? 

Mr.  Adamson.  I  believe  that  all  the  materials  for  canceled  ships 
suitable  for  use  on  these  five  vessels  were  used  on  the  Nafra  contract, 
which  had  previously  been  sold  to  the  Standifer  Co.  for  about  50 
cents  on  the  dollar. 
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The  Chairman.  Had  been  sold  ? 

Mr.  Adamson.  Yes.    You  see,  previously  the  sale  was  made  after 
the  Nafra  contract  had  been  made. 
The  Chairman.  Yes. 

Mr.  Adamson^  That  is,  the  arrangement  was  practically  simul- 
taneous with  the  execution  of  the  Nafra  contract.  The  Nafra  con- 
tract was  dated  November  3,  1919. 

The  Chairman.  I  mean,  previous  to  the  Fleet  Corporation  coming 
in  and  helping  out  in  the  financing  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  other  instances  where  the 


Mr.  Adamson.  I  do  not. 

The  Chairman.  Do  you  know  who  arranged  it? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  You  said  something  about,  in  some  of  these  settle- 
ments, you  thought  there  was  taken  into  consideration  the  policy  by 
the  Shipping  Board  of  keeping  some  shipyards  going.  Do  you  Know 
who  is  responsible  for  that  policy  ? 

Mr.  Adamson.  I  can  not  say  who  is  responsible  for  it. 

The  Chairman.  Who  was  chairman  of  the  board  when  that  wr,s 
one  of  the  considerations  taken  into  account  ? 

Mr.  Adamson.  I  believe — I  may  not  be  safe  in  making  the  state- 
ment, but  I  believe'  it  has  been  felt  under  the  last  three  chairmen 
that  it  would  be  a  good  thing  for  the  country  if  we  could  keep  weil- 
equipped  shipyards  in  existence,  not  with  any  vi^w  to  their  building, 
but  simply  to  have  the  facilities. 

The  Chairman.  And  that  the  Sliipping  Board  should  therefore  be 
fairly  liberal  in  settlements  for  work  they  had  done  in  the  yards  in 
order  that  the  shipyards  might  continue  to  exist  ? 

Mr.  Adamson.  1  simply  mention  that  as  one  of  the  possible  (on- 
siderations  for  settlements  more  liberal  and  generous  than  could  be 
recommended  from  a  strictly  rigorous  accounting  point  of  view. 

The  Chairman.  Do  you  know  of  any  reason  why,  without  assum- 
ing that  it  was  done,  that  that  should  be  taken  into  consideration  in 
the  settlement  with  the  Skinner  &  Eddy,  and  the  Union  Iron  Works, 
the  Fore  River,  or  the  Bethlehem  Shipbuilding  Corporation,  or  plants 
of  similar  capacity  and  size  ? 

Mr.  Adamson.  Mr.  Chairman,  I  should  not  regard  that  as  a  reason 
for  making  a  more  liberal  settlement  in  the  cases  which  you  have 
mentioned. 

Mr.  Steei>e.  They  were  all  permanent  plants. 

The  Chairman.  Can  you  cite  any  instances  where  this  matter  was 
taken  into  consideration  by  either  the  claims  board  or  the  chairman 
of  the  board  in  making  a  settlement? 

Mr.  i^DAMsoN.  In  the  Terry  vShipbuilding  case,  which  we  discussed 
this  morning,  that  was  one  of  the  onsiderations. 

The  Chairman.  Where  is  that? 

Mr.  Adamson.  The  Terry  Works,  at  Fort  Wentworth,  ji  st  outside 
of  Savannah,  Ga. 

The  Chairman.  How  many  ways  have  they? 
Mr.  Adamson.  1  belie v^e  it  is  a  foia-way  plant. 
The  Chairman.  A  steel  plant  ? 
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Mr.  Ad  AM  SON.  Yes,  sir;  for  building  steel  ships. 
The  Chairman.  That  is  what  I  mean. 
Mr.  Adam  SON.  Yes. 

The  Chairman.  You  stated  that  you  believed  that  the  claims 


Mr.  Adamson.  I  believe  so. 
The  Chairman.  And  has  been  ? 

Mr.  Adamson.  ''Has  been"  is  very  indefinite,  Mr.  Chairman;  if 

you  can  

The  Chairman.  I  had  not  finished. 
Mr.  Adamson.  I  beg  your  pardon. 

The  Chairman.  And  has  been  for  the  entire  period  of  its  existence, 
as  at  present  constituted. 

Mr.  Adamson.  I  can  not,  of  course,  say  that  the  claims  boai*d  has 
functioned  with  100  per  cent  efficiency  since  it  was  organized  here  in 
February  of  1920.  There  was  some  disorganization,  as  the  result  of 
moving  down  from  Philadelphia,  and  a  general  procedure  had  not  been 
fully  definitized;  the  relations  with  the  general  controller's  office  had 
not  then  been  established,  and  I  might  say  since  about  last  June 
everytliing  from  our  point  of  view  has  functioned  remarkably  well. 

The  Chairman.  You  think  that  since  this  policy  and  procedure 
has  become  fixed  and  settled  that  the  board  has  considered  matters 
without  losg  of  time,  and  followed  the  general  policy  laid  down  and 
transacted  its  business  with  dispatch  and  efficiency? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  I  assume  that  your  estimates  that  matters 
would  be  concluded  by  January  of  1922  was  predicated  upon  the 
expectation  that  the  board  would  continue  to  function  in  the  future 
as  it  has  since  June  6f  last  year? 

Mr.  Adamson.  Yes;  but,  Mr.  Chairman,  when  I  estimated  it  would 
take  a  year  to  clean  up  everything  I  did  not  mean  to  convey  the 
impression  that  the  claims  board  would  have  to  remain  in  existence 
that  long. 

The  (Sairman.  Oh,  no. 

Mr.  Adamson.  I  really  believe  the  claims  board  will  have  finished 
work  in  six  months  from  this  date. 

The  Chairman.  1  understood  that.  But  I  said  it  will  be  necessary 
for  the  claims  board  to  complete  its  work  before  these  matters  can 
he  adjusted. 

Mr.  Adamson.  Yes,  sir. 

The. Chairman.  If  you  are  going  to  follow  the  procedure  that  has 
been  followed  heretofore,  except  in  some  instances  which  you  have 
mentioned — since  Admiral  Benson  has  been  chairman  of  the  Shipping 
Board,  has  he  settled  cases  without  reference  to  recommendations 
of  yourself  or  the  claims  board  ? 

Mr;  Adamson.  I  believe  that  Admiral  Benson  insists  upon  having 
the  claims  board  pass  upon  everything  before  he  has  anything  to  do  ^ 


The  Chairman.  And  there  have  been  no  exceptions  to  that,  so  far 
as  you  know? 

Mr.  Adamson.  There  may  have  been  exceptions,  but  I  have  not 
been  advised  of  them. 

The  Chairman.  I  say,  so  far  as  you  know,  there  have  been  no 
exceptions  ? 


board  was  fun< 
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Mr.  Adamson.  I  do  not  recall  any  case  that  has  gone  before  Admiral 
Benson  that  had  not  been  before  the  claims  board. 

The  Chairman.  Did  the  Hog  Island  settlement  come  before  the 
claims  board  ? 

Mr.  Adamson.  The  Hog  Island  settlement  was  discussed  I  believe 
before  the  old  claims  board,  but  was  not  a  claims  board  settlement. 
I  think  it  was  a  direct  negotiation  between  the  heads  of  the  Fleet 
Corporation  and  the  American  International  Co. 

The  Chairman.  The  board  made  no  recommendations  in  that,  did 


Mr.  Adamson.  I  do  not  recall  any  recommendations. 
The  Chairman.  They  were  not  asked  for  any,  so  far  as  you  re- 
member ? 

Mr.  Adamson.  I  was  not  asked  for  any. 

The  Chairman.  You  were  not  asked  for  any,  and  neither  was  the 
claims  board,  as  far  as  you  know  ? 

Mr.  Adamson.  I  do  not  know  that  the  claims  board  was  ever 
asked. 

The  Chairman.  I  think  you  testified  that  the  Bethlehem  Co.  had 
not  been  settled  with  yet,  definitely. 
Mr.  Adamson.  Yes,  sir. 
The  Chairman.  Have  they  filed  their  claim? 
Mr.  Adamson.  Yes,  sir. 
The  Chairman.  Have  you  looked  into  it  ? 
Mr.  Adamson.  Yes,  sir. 
The  Chairman.  How  much  does  it  involve  ? 

Mr.  Adamson.  There  are  quite  a  number  of  these  claims,  and  I 
could  not  tell  you  the  amounts.  When  I  say  they  have  ''filed  their 
claims,' '  Mr.  Chairman,  I  do  not  mean  to  say  they  have  filed  all  of 
their  claims,  because  one  contract  was  recently  canceled  over  at  their 
Sparrows  Point  yard,  on  which  they  have  not  filed  claims. 

The  Chairman.  Can  you  give  us  any  idea  how  much  their  claims, 
which  have  been  filed,  involve? 

Mr.  Adamson.  Well,  their  claim  on — ^just  take  the  Liberty  plant, 
at  Alameda,  Calif.,  as  an  example.  In  that  case  their  net  claim  was 
about  $803,000. 

The  Chairman.  For  what? 

Mr.  Adamson.  The  Liberty  plant  was  to  be  a  yard  equipped  to 
build  20  large  transports,  and  we  canceled  the  20  transports.  Under 
the  contract,  in  cases  of  cancellation,  we  had  to  pay  them  a  certain 
percentage  of  the  cost  of  ship  construction  work  and  the  cost  of  the 
plant. 

The  Chairman.  Was  there  a  plant  there  ? 

Mr.  Adamson.  There  had  been  a  great  deal  of  money  spent  on  the 
construction  of  the  plant.    The  plant  was  not  completed. 

The  Chairman.  Was  there  any  ways  at  all? 

Mr.  Adamson.  I  do  not  believe  they  had  got  to  that  point. 

The  Chairman.  It  was  just  a  big  building  put  up  there  ? 

Mr.  Adamson.  There  had  been  a  great  deal  of  grading. 

The  Chairman.  They  carted  in  a  Tot  of  sand  and  leveled  it  off,  put 
up  a  big  building,  and  then  used  it  for  a  storage  plant  ? 

Mr.  Ad^vmson.  There  had  been  over  $4,000,000  worth  of  work  done 
on  the  plant. 

The  Chairman.  Who  paid  for  that? 

Mr.  Adamson  The  Emergency  Fleet  Corporation. 
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The  Chairman.  What  is  the  Bethlehem's  claim  of  $800,000  based 
on? 

Mr.  Adamson.  That  was  based  on  a  profit  on  the  work  done  at  the 
plant. 

The  Chairman.  A  profit  on  the  work  done  by  whom  ? 
Mr.  Adamson.  By  themselves  and  their  contractors  in  starting 
this  plant. 

The  Chairman.  What  work  did  they  do  at  the  Liberty  Plant  ? 
Mr.  Adamson.  They  were  our  agents  or  superintendents  in  charge 
of  the  work. 

The  Chairman.  They  supervised  the  starting  of  the  dumping  in  of 
this  sand,  did  they  not  ? 

Mr.  Adamson.  They  supervised  the  work  that  was  done;  they 
were  responsible  for  it  under  the  contract. 

The  Chairman.  But  they  did  not  pay  anything  for  it? 

Mr.  Adam:son.  The  Fleet  Corporation  met  the  oills. 

The  Chairman.  The  Fleet  Corporation  paid  the  bills,  and  they  want 
$800,000  profit  on  the  work  which  they  simply  supervised,  but  which 
the  Fleet  Corporation  paid  for;  that  is  it,  is  it  not? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  you  examined  into  the  expense  account  of 
the  Bethlehem  contracts  ? 

Mr.  Adamson.  In  certain  contracts  I  have  looked  into  some  of 
their  costs. 

The  Chairman.  Their  costs  ? 

Mr.  Adamson.  Yes. 

The  Chairman.  Have  you  made  any  detailed  examination  of  any 
of  their  costs  ? 

Mr.  Adamson.  I  personally  have  not  made  a  detailed  examination, 
but  have  caused  detailed  examinations  to  be  made  into  costs  in  cer- 
tain yards  in  connection  with  certain  work.  For  instance,  the  Harlan 
&  Hollingsworth — the  Harlan  plant  at  Wilmington. 

The  Chairman.  Is  that  a  Bethlehem  plant  ? 

Mr.  Adamson.  Yes;  the  general  comptroller's  department  is  now 
conducting  an  audit  into  their  costs,  but  I  have  not  charge  of  that 
Mr.  Chiarman. 

The  Chairman.  You  do  not  look  into  the  question  of  salaries  of 
officers  of  ship  construction  plants,  do  you  ? 

Mr.  Adamson.  In  connection  with  claims,  in  analyzing  overhead, 
if  the  salaries  were  excessive,  we  do  make  objections. 

The  Chairman.  You  do  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Do  you  find  any  salaries  in  any  of  the  Bethlehem 
Co.'s  plants  to  which  you  have  made  objections  ? 
Mr..  Adamson.  I  have  not,  based  on  the  overhead. 
The  Chairman.  You  have  not  got  to  that  yet? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Do  you  know  whether  anybody  has  in  the  comp- 
troller's department  ?  .  . 

Mr.  Adamson.  I  think  that  Mr.  McKeon  can  advise  you  of  the 
present  status  of  the  Bethlehem  audit. 

Mr.  CoNNALLY.  Mr.  Adamson,  I  believe  you  stated  that  they  have 
already  made  a  settlement  with  the  Amerrcan  International  at  Hog 
Island,  known  as  the  Hog  Island  plant  ? 

Mr.  Adamson.  Yes,  sir. 
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Mr.  CoNNALLY.  Is  that  a  complete  and  final  settlement  ? 

Mr.  Adamson.  Well,  that  is  as  far  as  the  basis  is  concerned.  Of 
course,  in  turning  oVer  the  yard  there  might  be  something  in  rela- 
tion to  accounting  come  up  there.  With  a  yard  and  plant  as  big  as 
that  there  are  so  many  innumerable  details  that  you  can  never  say  off 
hand  that  it  is  a  final  settlement. 

Mr.  CoNNALLY.  In  making  the  settlement  with  Hog  Island,  did 
the  question  of  salaries  of  officials  and  things  of  that  kind  enter  into 
the  matter,  such  as  Mr.  Walsh  asked  you  about  Bethlehem  ? 

Mr.  Adamson.  I  can  not  tell  just  what  they  took  into  considera- 
tion, Mr.  Connally.  Under  the  contract  for  the  Hog*  Island  with  the 
American  International  Co. — of  course,  we  paid  all  of  certain  salaries, 
salaries  of  people  engaged  there,  and  we  had  to  approve  those  pay 
rolls  currently. 

Mr.  Connally.  As  they  went  along  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  You  said  something  this  morning  about  the  Dow- 
ney shipbuilding  concern.  I  do  not  recall  now  as  to  whether  or  not 
you  said  the  final  settlement  had  been  made  with  that  company? 

Mr.  Adamson.  The  award  has  been  made  by  the  claims  board,  but 
it  has  not  been  accepted. 

Mr.  Connally.  It  has  been  made  by  the  claims  board,  but  it  has 
not  been  accepted,  and  no  money  has  been  paid  ? 

Mr.  Adamson.  There  have  been  payments  in  excess  of  the  amount 
of  the  award. 

Mr.  Connally.  In  other  words,  on  the  basis  of  the  award  the 
Downey  Shipbuilding  Co.  owes  the  Shipping  Board  money  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  Is  it  not  a  fact  that  this  Downey  Co.  is  in  the  hands 
of  receivers  or  in  bankruptcy  ?  It  seems  to  me  I  saw  something  of 
that  kind. 

Mr.  Adamson.  They  are  in  the  hands  of  a  receiver. 

Mr.  Connally.  A  few  days  ago,  if  I  am  not  in  error,  I  saw  an  account 
in  the  paper  where  some  kind  of  creditor  proceedings  had  been  inst*- 
tuted? 

Mr.  Connally.  And  this  American  Shipbuilding  Co.'s  program  is 
a  Cleveland  concern;  I  believe  you  said  it  was? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  The  upshot  of  that  was  that  they  started  out  on  a 
lump-sum  contract  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  And  it  was  later  changed  to  a  cost-plus  contract  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  And  then  when  the  settlement  was  about  to  be 
made,  they  fixed  on  a  flat  sum  of  $131,000,000  for  the  completion  of 
all  ships  as  agreed  on  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  So  it  was  really  changed  twice  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  But  by  reason  of  that  change,  on  the  face  of 
things,  you  saved  $8,000,000,  and  in  addition  to  that  whatever  sums 
had  accrued  by  reason  of  additions"  to  or  changes  in  the  existing 
plant.    Is  that  correct  ? 
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Mr.  Adamson.  By  reason  of  the  first  change,  converting  the  lump- 
sum contracts  into  cost-plus  contracts,  in  1918,  on  the  face  of 
things — ^we  saved  over  $8,000,000  *  and  had  estimated  savings  of 
approximately  $15,000,000. 

Mr.  CoNNALLY.  By  reason  of  what  ?    Where  did  this  come  in  ? 

Mr.  Adamson.  The  changes  and  extras  and  things  like  that.  I 
want  to  make  it  quite  clear  that  that  saving  was  in  1918  when  Mr. 
Piez  changed  this  contract  from  a  lump  sum  to  cost  plus. 

Mr.  CoNNALLY.  I  understand,  but  you  did  not  ascertain  that  sav- 
ing, however,  until  the  cost  plus  work  had  been  done  and  the  settle- 
ment had  been  reached  sometime  later  ? 

Mr.  Adamson.  Of  course,  we  could  not  tell  what  the  saving  would 
be  until  we  determined  the  cost  plus  cost. 

Mr.  CoNNALLY.  But  when  you  finally  did  determine  that  you  found 
you  had  made  an  apparent  saving  of  $8,000,000,  and,  in  addition 
to  that,  whatever  sums  you  would  find  obligated  for  by  reason  of 
changes  and  improvements  on  the  plant. 

Mr.  Adamson.  Mr.  Connally,  as  a  matter  of  fact,  we.  never  did 
determine  what  the  saving  would  have  been,  because  we  never  deter- 
niined  what  the  cost  would  have  been  on  the  cost  plus  contract. 
When  Mr.  Gillen  negotiated  the  settlement  reconverting  to  a  lump- 
sum contract,  of  course,  he  set  up  a  definite  lump-sum  figure. 

Mr.  Connally.  I  know.  But  did  not  you  use  as  a  basis  for  that 
settlement  the  cost  plus  expenses  and  costs  that  had  been  paid,  as  far 
as  they  had  

Mr.  AdXmson  (interposing).  Oh,  no;  the  contractor's  estimate  of 
what  the  lump  cost  would  be  under  the  cost-plus  contract  was  only  an 
estimate  which  the  contractor  himself  refused  to  certify  or  guarantee. 

Mr.  Connally.  As  a  matter  of  fact,  did  they  go  on  to  build  all  these 
ships  under  that  $131,000,000  settlement? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  And  deliyer  them  to  the  Government  ? 

Mr.  Adamson.  There  have  been  some  claims  on  account  of  changes 
and  extras  and  things  of  that  kind. 

Mr.  Connally.  What  I  mean  is,  by  reason  of  this  settlement  in 
advance  of  the  actual  delivery  of  these  ships,  did  or  did  not  the 
Shipping  Board  lose  any  money,  or  did  they  go  on  and  build  ships 
ancl  deliver  them  to  the  Shipping  Board  for  the  $131,000,000,  sub- 
ject to  such  changes  as  were  brought  about  by  changing  pattern  or 
additions  ? 

Mr.  Adamson.  They  went  ahead  and  completed  on  the  lump-sum 
price  of  the  latest  contract,  but  whether  or  not  they  lost  money,  we 
can  not  tell.  We  would  have  to  find  out  what  the  cost  would  have 
been  under  the  cost  plus, 

Mr.  Connally.  What  I  mean,  is  by  reason  of  arranging  settle- 
ment before  you  actually  got  the  ships,  the  company  did  not  beat 
you  out  of  any  money;  they  went  on  and  completed  the  ships  and 
turned  them  over  ? 

Mr.  Adamson.  They  did  not  beat  us  out  of  any  money  in  that 
way.  There  was  that  possibility  of  a  loss,  due  to  the  fact  that  the 
cost  under  the  cost  plus  might  have  been  considerably  less  than 
$131,000,000. 

Mr.  Connally.  I  understand  that,  but  there  seemed  to  be  some 
point  that  the  board  had  acted  very  foolishly  and  improvidently  in 
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settling  on  the  $131,000,000  before  the  completion  and  delivery. 
But  you  withheld  payment,  as  I  understand  ? 

Mr.  Adamson.  We  had  already  paid  about  $121,000,000  at  the 
time  this  last  contract  was  made,  and  there  remained  to  be  paid 
only  about  $10,000,000,  which  has  been  paid  currently. 

Mr.  CoNNALLY.  You  stated,  in  the  case  of  the  Saginaw  Company,  I 
believe  it  was,  that  t'he  company  had  agreed  to  accept  a  certain  figure 
in  settlement,  and  at  a  later  date  had  the  books  audited  and  secured 
a  larger  sum  than  they  had  agreed  to  take.  How  did  that  happen? 
In  brief — you  need  not  go  into  all  the  details. 

Mr,  Adamson.  What  I  want  to  say  is  that  they  employed  num- 
erous accountants  to  prepare  a  claim  and  set  up  a  claim  from  their 
books,  and  that  they  increased — that  is,  their  claim  as  finally  sub- 
mitted— was  more  than  $1,000,000  in  excess  of  the  amount  which 
they  had  agreed  in  December,  1919,  to  accept.  A  great  deal  of 
that  increase,  as  I  recall  it,  was  due  to  claims  for  unabsorbed  over- 
head. 

Mr.  CoNNALLY.  What  I  am  trying  to  get  at  is  that  after  they 
agreed  to  accept  that  original  sum,  why  did  not  the  Shipping  Board 
go  on  and  settle  with  them  without  waiting  and  giving  them  an 
opportimity  to  go  out  and  rake  up  other  matters  ? 

Mr.  Adamson.  Because  the  then  chairman  of  the  claims  board 
felt  that  the  amoimt  awarded  by  the  district  claims  board  was  some- 
what excessive,  and  that  they  were  getting  too  much. 

Mr.  CoNNALLY.  There  was  some  contract  this  morning  that  you 
said  was  settled  in  order  to  save  an  audit.  Was  that  this*  American 
Shipbuilding  ? 

Mr.  Adamson.  The  American  Shipbuilding  Co.  was  one. 

Mr.  CoNNALLY.  You  say  that  was  in  order  to  avoid  another  audit. 
Is  it  not  a  fact  that  you  had  local  auditors  at  the  different  plants  of 
these  companies  which  had  been  carrying  on  an  audit  as  they  went 
along  ? 

Mr.  Adamson.  With  the  beginning  of  the  cost-plus  contract, 
October  24,  1918,  we  had  to  install  a  system  of  current  audit  on  all 
expenditures.  Up  to  that  time,  dm-in^  the  lump-sum  period,  of 
course,  we  were  not  so  deeply  interested  m  the  audit. 

Mr.  CoNNALLY.  From  that  audit,  though,  covering  the  period  of 
time  for  which  it  was  made,  could  you  not  tell  anything  about  the 
proportionate  amount  of  work  that  had  been  done  under  the  lump- 
sum contract  and  under  the  cost  plus  ? 

Mr.  Adamson.  We  never  used  the  cost  

Mr.  CoNNALLY  (interposing) .  Could  you  not  figure  from  the  audit 
that  you  did  have  fairly  accurately? 

Mr.  Adamson.  I  think  it  would  have  been  very  unreliable. 

Mr.  CoNNALLY.  Of  course,  it  would  if  you  had  undertaken  to  have 
an  absolute  settlement  on  that,  but  you  could  have  hit  aroimd  the 
neighborhood,  could  you  not  ? 

Mr.  Adamson.  We  might  have  missed  it  by  several  million  dollars. 
When  you  are  dealing  with  a  settlement  involving  $132,000,000,  T 
think  we  ought  to  be  very  careful. 

Mr.  Connally.  Certainly  you  ought.  But  what  I  mean  is  that 
making  a  partial  audit  is  better  than  none,  is  it  not  ? 

Mr.  Adamson.  Yes,  sir. 


Digitized  by 


SHIPPING  BOABD  OPEltATIONS. 


3339 


Mr.  Conn  ALLY.  You  say  you  settled  on  $131,000,000  without  any 
audit? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Conn  ALLY.  It  showed,  do  you  not  think,  that  there  was  an 
apparent  saving  of  $8,000,000  between  the  $139,000,000  and  the 
$131,000,000  operating  as  an  inducement  for  these  gentlemen  to 
settle  on  a  smaller  figure  without  a  further  audit  ? 

Mr.  Adamson.  You  mean  this  last  settlement? 

Mr.  CoNNALLY.  This  $131,000,000. 

Mr.  Adamson.  There  was  not  any  opportunity  for  any  saving 
under  this  last  settlement.  There  was  no  ostensible  saving.  There 
was  no  claimed  saving.  The  contractor  himself  said  that  the  cost 
under  the  existing  contracts  will  be  $32,515,800.  That  was  in- 
vestigated by  some  of  our  ship  construction  people,  and  some  of  them 
said  this  figure  of  $132,515,000  seemed  to  be  a  fair  translation  of  the 
existing  cost-plus  contract  into  a  lump-sum  figure.  ♦ 

I  do  not  believe  anybody  at  the  time  was  deluded  into  the  belief 
that  that  saving  was  being  made  when  we  converted  back  to  the 
lump-smn  basis. 

Mr.  Connally.  I  understand  that,  but  what  I  mean  is,  this  last 
settlement  was  really  a  settlement,  was  it  not  ? 

Mr.  Adamson.  No,  that  was  a  reconversion  into  a  liunp-siun 
contract. 

Mr.  Connally.  Whether  you  call  it  a  settlement  or  a  reconversion, 
there  was  still  an  apparent  saving  over  the  original  $139,000,000? 
Mr.  Adamson.  Over  the  original,  yes. 
Mr.  Connally.  That  is  what  I  am  talking  about. 
Mr.  Adamson.  Yes. 

Mr.  Connally.  Did  that  or  did  it  not  operate  as  an  inducement 
for  the  officials  of  the  Shipping  Board  to  accept  that  figure  without 
any  further  controversy  or  audit  rather  t'han  to  have  to  go  back  and 
taKe  chances  ? 

Mr.  Adamson.  I  do  not  see  how  it  could  have  operated  as  an 
inducement,  because  we  knew  that  the  only  possible  saving  had 
already  been  made  in  the  merging  of  the  lump-siun  contracts  into  the 
cost  plus  contracts. 

Mr.  Connally.  Did  you  know  how  much  the  cost-plus  contract 
was  going  to  amount  to  ? 

Mr.  Adamson.  We  did  not  know. 

Mr.  Connally.  No;  how  did  you  know,  then,  whether  you  had 
made  a  saving  or  not  ? 

Mr.  Adamson.  I  say  that  the  only  possible  savings  had  been  made, 
and  using  the  contractor's  own  figures  under  the  cost-plus  contract, 
the  saving  would  have  been  about  $20,000,000,  the  savings  made 
changing  to  the  cost  plus. 

Mr.  Steele.  You  referred  awhile  ago  to  a  contract  with  the  Green 
Star  Steamship  Co.  What  was  that  original  contract  and  when  was 
it  made  ? 

Mr.  Adamson.  Do  you  mean  the  construction  contract  for  the 
construction  of  the  ships  ? 

Mr.  Steele.  Yes;  if  that  was  the  start  of  it. 

Mr.  Adamson.  Well,  it  started  on  November  3,  1919,  when  the 
Nafra  Co.  made  a  contract  with  the  G.  M.  Standifer  Construction 
Corporation  for  the  construction  of  five  vessels. 
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Mr.  Steele.  That  was  after  the  termination  of  the  war.  Was 
the  Government  making  new  contracts  for  

Mr.  Adamson.  This  was  November  3,  1919.  The  Government 
did  not  make  this  contract;  it  was  made  by  the  Nafra  Co.,  a  private 
corporation. 

Mr.  Steele.  When  did  the  Government  take  an  interest  in  the 
contract  ? 

Mr.  Adamson.  In  April,  1920,  the  Government  took  over  the 
contract. 

Mr.  Steele.  That  was  after  the  termination  of  the  war,  was  it  not  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Did  they  make  new  contracts  at  that  time  ? 

Mr.  Adamson.  Well,  they  made  this  contract  to  take  over  thf? 
Nafra  contract,  finance  its  completion,  and  then  sell  the  ships  back- 
to  the  Green  St^r  Co. 

Mr.  Steele.  After  the  result  of  those  negotiations,  was  there  any 
loss  to  the  Government  ? 

Mr.  Adamson.  I  do  not  know,  Mr.  Steele.  The  situation  has 
changed  since  the  April  20th  contract  was  made.  The  reen  Star  Co. 
made  two  contracts  with  us  on  April  20th,  and  were  selling  all  of 
it,  right,  title,  and  interest  in  the  Nafra  contract  to  us. 

Mr.  Steele.  Before  that,  did  the  C  overnment  have  any  interest 
in  that  contract  whatever  ? 

Mr.  Adamson.  None  until  it  acquired  it  that  day — April  20,  1920. 
The  other  contract  was  a  contract  to  purchase  these  ships  when 
completed,  the  price  to  be  their  actual  cost  to  us.  Then  op  t,uly 
27,  the  board  of  trustees  of  the  Fleet  Corporation  adopted  a  reso- 
lution by  which  that  purchase  was  annulled,  and  we  are  keeping 
the  ships  instead  of  selling  them;  that  is,  they  remain  our  property, 
but  are  assigned  under  an  operating  agreement  to  the  Creen  Star 
Co.  for  operation — under  the  agency  agreement. 

Mr.  Steele.  Who  was  the  chairman  of  the  Shipping  Board  at 
that  time  ? 

Mr.  Adamson.  In  April?  Let's  see — Admiral  Benson  was  chair- 
man on  April  20 — I  am  not  sure,  but  I  think  he  was. 

Mr.  Steele.  And  you  are  unable  to  say  what  the  final  financial 
result  to  the  C  overnment  was  on  those  contracts  ? 

Mr.  Adamson.  Well,  the  result  would  be  that  we  will  have  paid 
so  many  million  dollars  for  five  ships.  Now,  what  the  ships  are  worth 
is  more  or  less  problematical. 

Mr.  Steele.  Do  you  know  who  conducted  the  negotiations  on 
behalf  of  the  '  overnment  in  that  case  ? 

Mr.  Adamson.  I  can  not  say,  of  my  own  knowledge.  The  first 
knowledge  I  had  of  the  contract  

Mr.  Steele  (interposing).  Did  Admiral  Benson  do  it  in  person  or 
did  somebody  representing  the  board,  or  do  you  know  ? 

Mr.  Adamson.  I  do  not  know. 

Mr.  Steele.  You  have  no  information  on  that  subject  at  all  ? 

Mr.  Adamson.  The  only  information  I  have  is  of  a  period  after 
the  April  20  contract  had  been  made.  My  first  knolwedge  came 
from  the  office  of  Mr.  John  A.  Beck,  who  was  one  of  the  lawyers 
over  there  associated  with  Mr.  ^  illen,  and  he  sent  me  over  some 
copies  of  the  contracts,  and  asked  that  certain  payments  be  made  to 
the  Standifer  Co.  in  accordance  with  this  contract. 
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Mr.  Steele.  You  say  John  A.  Beck  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  A  lawyer  of  New  York  ? 

Mr.  Adamson.  No;  he  was  one  of  the  assistant  counsel. 

Mr.  Steele.  For  the  Shippinia:  Board  ? 

Mr.  Adamson.  For  the  Snipping  Board. 

Mr.  Steele.  And  he  was  associated  with  Mr.  Cillen  ? 

Mr.  Adamson.  He  was,  I  believe — I  do  not  know  whether  he  was 
on  the  personal  staff  of  Mr.  Gillen  or  not,  but  I  know  Mr.Gillen  used 
him  on  ciis  work  to  a  large  extent. 

Mr.  Steele.  And  the  first  information  you  had  on  those  contracts 
was  when  Mr.  Beck  forwarded  you  written  papers  ? 

Mr.  Adamson.  Yes,  sir;  copies  of  the  contract. 

Mr.  Steele.  And  did  you  make  payments,  then,  in  pursuance  of 
that  instruction  ? 

Mr.  Adamson.  Not  in  pursuance  of  that  instruction,  but  we  did. 
In  the  contract  of  April  20  we  were  required  to  pay  the  Equitable 
Trust  Co.  of  New  York  $1,350,000,  which  had  been  borrowed  by 
the  Nafra  and  Green  Star  Cos.  to  finance  this  construction  contract. 
On  April  22,  I  believe  that  $1,350,000  was  paid  in  accordance  with 
the  contract  required. 

Mr.  Steele.  What  bank  was  that  ? 

Mr.  Adamson.  The  Equitable  Trust  Co.  I  believe  that  after  some 
wiring  back  and  forth  that  in  May — about  May  7 — they  authorized 
the  district  comptroller  to  make  certain  payments  to  Standifer  in 
connection  with  these  contracts. 

Mr.  Steele.  Who  gave  the  authorization  ? 

Mr.  Adamson.  The  general  comptroller's  office. 

Mr.  Steele.  Did  you  ever  talk  to  Admiral  Benson  about  that 
contract  ? 

Mr.  Adamson.  No,  sir;  I  never  have. 

Mr.  Steele.  Did  you  ever  talk  to  Mr.  Gillen  about  it  ? 

Mr.  Adamson.  I  do  not  recall  ever  speaking  to  Mr.  Gillen  about 
the  contract. 

Mr.  Steele.  The  result  of  it  is,  then,  that  the  Government  in  April, 
1920,  entered  into  this  contract,  and  by  reason  of  that  contract 
became  owner  of  these  five  ships  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Had  they  been  constructed  at  time,  or  were  they  in 
course  of  construction  ? 

Mr.  Adamson.  They  were  in  course  of  construction.  1  am  imcer- 
tain,  but  I  believe  that  about  two  of  them  had  been  finished  and 
completed. 

Mr.  Steele.  Two  of  them  had  been  finished  ? 
Mr.  Adamson.  Had  been  finished. 
Mr.  Steele.  Have  the  remainder  been  finished  ? 
Mr.  Adamson.  T  believe  the  last  delivery  was  some  time  the  latter 
part  of  1920. 
Mr.  Steele.  Is  the  account  settled  ? 
Mr.  Adamson.  With  the  Standifer  Co.  ? 
Mr.  Steele.  Yes,  sir. 

Mr.  Adamson.  I  do  not  know.  1  should  doubt  it  very  much, 
because  

Mr.  Steele  (interposing).  Do  you  know  what  amount  has  been 
paid  on  account  of  it  ? 
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Mr.  Adamson.  No.  sir. 

Mr.  Steele.  Mr.  Adamson,  I  suppose  the  information  I  have  asked 
for  about  this  Green  Star  transaction  can  be  obtained  for  us  by  you  ? 

Mr.  Adamson.  Would  you  mind  repeating  just  what  you  want, 
Mr.  Steele  ? 

Mr.  Steele.  All  the  information  relating  to  the  contract,  you  can 
obtain  and  give  us  in  reference  to  who  negotiated  the  original  con- 
tract, what  the  terms  of  the  contract  were,  how  far  they  had  pro- 
ceeded with  the  completion  of  the  work,  and  how  much  has  been 
paid  on  account  of  it. 

Mr.  Adamson.  Of  course,  I  should  be  very  glad  to  furnish  you  with 
any  information  that  is  available.  I  will  be  very  glad  to  give  you 
the  amounts  paid  up  to  date,  the  amounts  claimed  and  all  of  tnat 
information. 

But  if  you  will  permit  me,  I  would  like  to  suggest  that  you  adopt  a 
more  direct  method  of  getting  part  of  the  information  you  want,  that 
is,  as  to  who  negotiated  the  settlement.  I  think  that  would  come 
with  better  propriety  from  the  trustees,  themselves,  rather  than  to 
have  one  of  the  subordinates  ask  the  trustees  about  it. 

Mr.  Steele.  Was  this  conducted  on  behaH  of  the  Shipping  Board 
or  the  Emergency  Fleet  ? 

Mr.  Adamson.  The  Shipping  Board  and  the  Emergency  Fleet  Cor- 
poration were  both  parties  to  the  April  20  contract.  In  the  April  20 
contract  the  Emergency  Fleet  Corporation  was  made  the  agent  and 
representative  of  the  Shipping  Board. 

Mr.  Steele.  I  understand  that,  but  was  it  not  a  rather  unusual  pro- 
cedure for  both  the  Emergency  Fleet  and  the  Shipping  Board  to  be- 
come parties  to  the  contract  ?  Were  not  the  contracts  made  either 
by  one  or  the  other  ? 

Mr.  Adamson.  The  contracts  are  usually  made  with  the  United 
States  Shipping  Board,  Emergency  Fleet  Corporation,  that  is,  a  con- 
struction contract. 

Mr.  Stej:le.  From  the  agents  of  the  Shipping  Board,  but  you  say 
both  the  Shipping  Board  and  its  agency  tne  Emergency  Fleet  were 
parties  to  this  contract  ? 

Mr.  Adamson.  I  believe  that  was  on  account  of  the  fact  that  the 
contract  involved  a  sale  of  property  of  the  Shipping  Board,  and  we 
were  agreeing  to  sell  these  ships  back  to  the  Green  Star  Co. 

Mr.  Steele.  Did  the  Shippmg  Board  and  Emergency  Fleet  both 
take  official  action  with  reference  to  that;  did  they  pass  resolutions  on 
the  subject,  both  boards  ? 

Mr.  Adamson.  I  can  not  tell  you.  All  I  had  before  me  was  copies 
of  the  contracts  themselves.  On  July  27,  I  believe  it  was,  last 
year,  1920,  when  the  sale  agreement  was  annulled,  there  was  a  reso- 
lution by  the  Board  of  Trustees  of  the  Fleet  Corporation,  but  I  know 
of  no  resolution  by  the  Shipping  Board. 

Mr.  Steele.  Was  there  any  preliminary  investigation  with  refer- 
ence to  the  annuUment  of  the  sales  contract,  for  instance,  any 
report,  any  statement  to  the  board  itself  as  to  the  propriety  of  that 
action  ? 

Mr.  Adamson.  I  presume  that  they  must  have  reports  there,  as  a 
guide  for  their  action. 

Mr.  Steele.  Would  not  that  show  who  conducted  negotiations  ? 
Mr.  Adamson.  It  should. 
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Mr.  Steele.  Well,  now,  that  is  the  information  we  would  like  to 
have. 

(The  data  requested  of  witness,  and  later  submitted  by  him,  is  here 
printed  in  full.) 

United  States  Shipping  Board  Emergency  Fleet  Corporation, 

Washington,  D.  C,  January  24  ^  1921. 

Hon.  Joseph  Walsh, 

Chairman  Select. Committee  on  United  States  Shipping  Board. 

Sir:  In  accordance  with  the  directions  of  your  committee  I  submit  the  following 
facts  in  supplement  to  my  testimony  concerning  the  Nafra  contract  and  the  Fleet 
Corporation's  relations  with  the  Green  Star  Steamship  Corporation. 

It  appears  from  the  records  of  the  Shipping  Board  and  from  extracts  from  the  minutes 
that  the  various  n^otiations  with  the  Green  Star  Corporation  were  conducted  by 
Mr.  Martin  J.  Gillen,  special  assistant  to  the  chairman  of  the  Shipping  Board.  (See 
Exhibit  A,  p.  3347.) 

To  state  the  facts  intelligently  it  is  necessary  to  begin  with  a  Fleet  Corporation 
contract  with  the  G.  M.  Stanaifer  Construction  Corporation.  This  was  contract 
No.  503  S.  C,  dated  September  20,  1918,  for  five  9,500-ton  steel  steamers  of  the  Isher- 
wood  type,  to  be  built  tor  a  lump  sum  price  of  $1,820,000  each. 

All  five  of  these  vessels  were  suspended  February  11,  1919. 

On  April  14,  1919,  the  G.  M.  Standifer  Corporation  submitted  a  sworn  claim  for 
$1,639,266.54  for  damages  on  account  of  the  suspension  of  the  contract,  made  up 
chiefly  of  three  items  for  materials  and  finished  products  aggregating  $960,898.98. 

At  that  time  there  was  not  the  slightest  suggestion  that  the  Fleet  Corporation  was 
responsible  for  any  other  materials  than  the  materials  purchased  on  account  of  this 
suspended  contract. 

On  September  5,  1919,  the  cancellation  claims  and  contjacts  board  voted  to  settle 
all  claims  at  a  cost  to  the  Fleet  Corporation  of  approximately  $183,110.62,  the  con- 
tractor to  take  materials  at  cost.   A  settlement  contract  was  drawn  u p  but  not  executed. 

On  September  22,  1919,  the  claimant  revised  his  claim  and  increased  it  to 
$3,706,197.98,  and  included  a  claim  of  $1,043,344.42  for  material  ordered  for  contract 
No.  156,  which  the  claimant  stated  would  have  been  used  on  the  suspended  contract 
No.  503. 

Contract  No.  156  was  for  ten  9,500  dead-weight  ton  vessels.  It  was  a  lump-sum  con- 
tract, and  the  Fleet  Corporation  was  not  responsible  in  anj^  way  for  excess  purchases 
of  materials.  The  contract  was  never  canceled.  At  that  time  it  was  only  about  half 
completed. 

On  October  7, 1919,  E.  P.  Levy,  chairman  of  the  cancellations,  claims  and  contracts 
board,  reported  to  Chairman  John  Barton  Payne  that  cancellation  of  contract  No.  503 
would  cost  $2,800,000,  of  which  $1,500,000  would  represent  loss  on  materials. 

It  appears  from  the  record  that  the  negotiations  for  settlement  were  conducted  by 
Mr.  Levy  with  Mr.  G.  M.  Standifer  and  Mr.  Chester  W.  Cuthell,  who  had  been  general 
counsel  of  the  Fleet  Corporation,  but  was  then  representing  the  contractor. 

On  November  1,  1919,  the  contract  for  the  five  suspended  vessels  \mder  contract 
No.  503  was  formally  canceled  by  the  Fleet  Corporation. 

Two  days  later,  on  November  3,  1919,  the  Standifer  Corporation  made  a  contract 
with  the  Nafra  Co.  (Inc.)  to  build  five  ships  practically  identical  with  the  five  ships 
canceled  under  contract  No.  503  and  requiring  the  same  materials. 

Two  days  after  this,  on  November  5, 1919,  Chairman  Levy  reported  to  Vice  President 
J.  L.  Ackerson,  recommending  a  settlement  with  the  contractor  at  a  cost  of 
$2,663,497.38.  This  settlement  required  that  the  Fleet  Corporation  'should  buy  the 
so-called  surplus  from  the  uncanceled  contract  No.  156  at  cost  plus  handling  charges 
and  immediately  sell  the  same  material  back  to  Standifer  at  half  the  cost  to  the  Emer- 
gency Fleet  Corporation.  Also,  the  Emergency  Fleet  Corporation  was  to  take  over  the 
materials  for  the  five  canceled  vessels  at  cost  and  sail  back  to  Standifer  at  half  cost. 

Mr.  Ackerson  refused  to  approve  the  recommendation  and  asked  for  the  views  of 
the  district  ofiScials. 

On  November  8,  1919,  Mr.  Levy  sent  a  long  telegram  to  the  district  cancellations, 
claims  and  contracts  board,  giving  details  of  the  proposed  settlement  and  asking  the 
board  to  wire  if  any  good  reasons  existed  why  the  settlement  should  not  be  made,  and 
saying  "otherwise,  want  your  unqualified  concxirrence." 

On  November  14, 1919,  the  district  board  convened  and  disapproved  the  Levy  settle- 
ment in  large  p£«t,  and  the  secretary  of  the  board  was  instructed  to  enter  in  the  minutes 
"a  protest  against  our  acting  on  any  settlement  claims  applying  to  canceled  hulls 
when  the  district  board  has  no  knowledge  or  record  of  any  such  claims."  Mr.  Levy 
was  notified  by  wire  on  November  14. 

On  November  17, 1919,  Chairman  Levv  wrote  to  the  contractor  that  in  confirmation 
of  a  conference  with  Mr.  Standifer  and  Mr.  Cuthell,  he  would  cause  his  board  to  adopt 
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a  formal  resolution  to  purchase  the  materials  from  both  contracts,  Nos.  503  and  156, 
on  the  following  basis: 

1.  All  materials  to  be  sold  to  Standifer  at  44  per  cent  of  cost  if  the  settlement  nego- 
tiated by  Mr.  Levy  should  be  approved  by  Mr.  Ackerson. 

2.  All  materials  to  be. sold  to  Standifer  at  50  per  cent  of  the  cost  if  the  proposed 
settlement  should  not  be  approved  by  Mr.  Ackerson. 

The  same  day,  November  17,  1919,  the  cancellations  claims  and  contracts  board 
adopted  a  resolution  in  accordance  with  Mr.  Levy's  promise,  agreeing  to  take  over 
material  for  approximately  $1,749,541.54,  made  up  of  $841,354.95  from  contrat^t  No. 
156  and  $908,186.50  from  the  canceled  contract  No.  503,  and  to  sell  back  either  at 
44  per  cent  or  50  per  cent,  the  percentage  depending  upon  Mr.  Ackerson's  approval 
or  aisapproval  of  the  entire  settlement. 

Mr.  Ackerson  approved  the  resolution  but  not  the  claims  settlement. 

Copy  of  the  resolution  is  attached  as  Exhibit  B  (p.  3347). 

On  November  25,  1919,  the  Imperial  Shipping  Corporation,  a  subsidiary  which  had 
been  formed  by  the  Green  Star  Steamship  Corporation  for  the  purpose,  purchased 
five  ships  from  the  United  States  Shipping  Board,  as  follows: 


Lancaster    $2,603,475 

West  Cavanal   1, 883,  640 

West  Cawthom   1, 881, 660 

Westlrmo   1,926,980 

West  Islay   1, 992, 140 


Total  purchase  price   10, 217,  895 


Soon  after  this,  Mr.  Levy  was  succeeded  by  Mr.  Charles  F.  Patterson  aa  chairman 
of  the  claims  board,  who  did  not  recognize  the  validity  of  the  purchase  and  sale  of 
materials.   There  were  further  negotiations  between  Mr.  Patterson  and  Mr.  Cuthell. 

On  January  15,  1920,  Mr.  Patterson  wrote  to  Mr.  Cuthell  that,  after  a  conference 
with  Mr.  Gillen,  he  had  in  mind  a  proposal  which  he  offered.  This  proposal,  while 
more  advantageous  to  the  Fleet  Corporation  in  other  respects,  involved  the  same 
terms  as  to  the  materials  to  be  purchased  at  cost  and  sold  at  half-cost. 

No  settlement  was  made. 

At  that  time  there  was  no  ratification  by  the  board  of  trustees  of  the  Levy  purchase 
and  sale,  but  the  contractor  proceeded  to  use  the  riiaterials  on  the  Nafra  contract. 

The  Nafra  Co.  was  affiliated  with  the  Green  Star  Steamship  Corporation,  which, 
through  this  affiliation  appears  to  have  become  the  owner  of  the  Nafra  contract  before 
Februarjr,  1920.  By  that  date  payments  aggregating  $2,265,140.63  had  been  made 
to  the  shipbuilder.  *  . 

On  or  about  February,  1920,  the  Green  Star  Steamship  Corporation  became  delin- 
quent in  its  progress  payments  to  the  shipbuilder. 

On  February  12, 1920,  the  United  States  Shipping  Board  passed  a  resolution  selling 
four  vessels  to  the  Green  Star  Steamship  Corporation.  These  vessels  had  been  sold 
to  the  Texas  Co.  on  Decembre  23,  1919,  but  by  agreement  with  the  Texas  Co.  the 
Green  Star  Co.  was  substituted  as  purchaser.  Copy  of  the  resolution  of  February  12 
is  attaches  as  Exhibit  C  (p.  3348). 

The  vessels  were: 


Canibas   $1,837,500 

Maine   1,837,500 

Sagadahoc   1, 837, 500 

Woonsocket  :   1, 837, 500 


Total  purchase  price   7, 350, 000 


Five  days  later,  on  February  19,  1920,  the  Green  Star  Steamship  Corporation  bor- 
rowed $500,000  from  the  Equitable  Trust  Co.  to  make  payments  to  Standifer  on  the 
Nafra  contract. 

On  April  5,  1920,  the  Green  Star  Corporation  borrowed  $600,000  more  from  the 
Equitable  Trust  Co.  for  the  same  purpose. 

By  that  time  the  Green  Star  Co.  was  in  serious  difficulties.  It  had  a  mortgage 
indebtedness  on  its  fleet  of  $25,550,921.25,  not  including  mortgages  on  the  vessels 
being  constructed  under  the  Nafra  contract  and  owed  to  banks  $1,300,000. 

On  April  14,  1920,  the  Green  Star  Corporation  wrote  to  the  Shipping  Board  and 
appealed  for  assistance.  (See  Exhibit  D,  p.  3348.)  In  this  letter  the  company 
requested : 

1.  That  the  Fleet  Corporation  defer  the  remaining  payments  on  the  nine  ships 
purchased  and  make  a  new  arrangement  whereby  the  company  would  have  to  pay 
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notMng  for  the  first  two  years  except  interest  and  that  at  the  end  of  two  years  pay- 
ments be  resumed  at  the  rate  of  7^  per  cent  per  year. 

2.  That  the  Fleet  Corporation  take  over  the  Nafra  contract  with  Standifer  at  the 
contract  price,  repay  tne  Equitable  Trust  Co.  the  $1,100,000  of  borrowed  money 
and  pay  a  balance  due  on  construction  amounting  to  $4,554,859.32. 

3.  That  the  Green  Star  Co.  would  repurchase  the  five  steamers  at  the  same  price. 
It  appears  from  the  record  that  this  application  was  handled  by  Mr.  Martin  J. 

Gillen. 

On  April  16,  1920,  Mr.  Gillen  appeared  before  the  Shipping  Board  and  recited  the 
plight  of  the  Green  Star  Corporation.  He  submitted  a  plan  for  extending  the  ship 
sales  t^rms  to  12  years. 

Action  was  deferred  until  the  following  day.  (See  extract  from  minutes,  Exhibit 
E.  p.  3350.) 

On  , that  same  day,- April  16,  1920,  Mr.  Gillen  received  a  letter  from  Mr.  Cuthell, 
suggesting  a  settlement  of  the  Standifer  claims.    (See  Exhibit  F,  p.  3351.) 

On  April  17,  1920,  Mr.  Gillen  again  appeared  before  the  Shipping  Board  on  the 
Green  Star  matter.  He  suggested  that  the  Standifer  contracts  be  taken  over  by  the 
Fleet  Corporation,  the  ships  to  be  delivered  to  the  Fleet  Corporation  as  fast  as  com- 
pleted, and  stated  that  he  would  have  an  appro,  riate  resolution  ready  by  Monday, 
April  19.    (See  Exhibit  G,  p.  3351.) 

After  that  meeting  Mr.  Gillen,  on  April  17,  1920,  wrote  to  the  Green  Star  Steamship 
Corporation  that  the  Shipping  Board  had  decided  to  take  over  the  Standifer  contracts 
and  take  up  the  Equitable  Trust  loan  of  $1,100,000.    (See  Exhibit  H,  p.  3352.) 

Under  date  of  April  20,  1920,  the  Green  Star  Steamship  Corporation  and  the  Nafra 
Co.  contracted  with  the  Shipping  Board  and  the  Fleet  Corx>oration  to  have  the  Fleet 
Corporation  take  over  the  ]Nafra  contracts  with  Standifer  and  to  sell  the  ships  back 
to  the  Green  Star  Corporation  at  cost  to  the  Emergency  Fleet  Corporation.  There 
were  two  contracts, one  covering  the  sale  of  contracts,  the  other  covering  the  repur- 
chase of  the  ships  by  the  Green  Star  Co. 

Under  one  contract  the  Emergency  Fleet  Corporation  assumed  the  following  ob  li- 
gations: 

1.  To  pay  the  unpaid  balance  of  contract  payments  to  the  Standifer 

Corporation,  amounting  to  $4, 263, 609. 37 

2.  To  repay  the  Equitable  Trust  Co.  mgney  borrowed  by  the  Green 

Star,  amounting  to   1, 350, 000. 00 

3.  To  credit  the  Green  Star  Corporation  with  progress  payments 

already  made  less  amount  repaid  to  Equitable  Trust,  the  credit 

to  be   2, 265, 140. 63 


Making  up  total  contract  price   7, 878, 750. 00 

The  explanation  of  the  increase  of  the  Equitable  loan  from  $1,100,000  to  $1,350,000 
lies  in  the  fact  that  on  that  same  day  the  Green  Star  Co.  borrowed  $250,000  more. 

On  April  21,  1920,  the  Shipping  Board  adopted  a  resolution  in  accordance  with 
the  two  contracts.    (See  Exhibit  I,  p.  3352.) 

On  April  25,  1920,  there  was  an  exchange  of  correspondence  between  Mr.  Gillen 
and  Mr.  Cuthell  with  relation  to  the  Standifer  contracts.  (See  Exhibits  J  and  K, 
p.  3353.) 

It  appears  from  correspondence  between  the  Green  Star  Co.  and  Mr.  Gillen  that 
a  new  corporation  was  to  be  formed  under  the  supervision  of  Mr.  Gillen  or  the  Ship- 

Eing  Board  to  operate  the  boats  purchased  from  the  Shipping  Board.  (See  Exhibits 
,  and  M,  p.  3354.) 

Apparently,  on  July  13,  1920,  the  Green  Star  Corporation  appealed  to  Mr.  Gillen 
to  have  the  treasurer's  office  suspend  his  attempts  at  collecting  money  due  from  the 
Green  Star  and  its  subsidiary,  the  Imperial  Shipping  Corporation,  for  on  July  22, 
1920,  Mr.  Gillen  notified  the  Green  Star  Corporation  that  the  treasurer  of  the  Fleet 
Corporation  had  been  instructed  that  payments  already  made  by  that  company  and 
its  subsidiary  would  constitute  full  payment  required  to  date. 

At  the  same  time  Mr.  Gillen  wrote  to  Mr.  R.  W.  Boiling,  treasurer,  and  asked  that 
he  suspend  further  collection  of  the  notes  of  the  Green  Star  and  its  subsidiary.  (See 
Exhibits  N  and  0,  p.  3355.) 

The  next  action  of  importance  was  on  July  26,  1920,  when  representatives  of  the 
Green  Star  Steamship  Corporation  appeared  before  the  Shipping  Board  and  explained 
that  the  Equitable  Trust  to.  had  refused  further  credit  and  that  the  company  had  to 
meet  urgent  obligations  of  approximately  $1,100,000.  They  requestea  assistance 
from  the  Shipping  Board. 
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Mr.  Gillen  sup^ested  that  the  board  should  refund  to  the  Green  Star  Co.  the  pay- 
ments made  by  it  on  account  of  the  purchase  of  the  five  vessels  in  the  Standifer  yard 
and  that  title  to  the  vessels  be  reconveyed  to  the  board,  after  which  the  board  could 
assign  these  particular  vessels  to  the  Green  Star  Corporation  for  operation  imder  the 
usual  agreement. 

The  board  then  decided  to  cancel  the  contract  of  April  20,  1920,  unjier  which  the 
Green  Star  Co.  was  to  repurchase  the  five  ships.    (See  Exhibit  P,  p.  3356.) 

On  the  following  day,  July  27,  1920,  Mr.  Gillen  presented  a  resolution  carrying  out 
the  previous  day's  determination.  This  resolution  released  the  Green  Star  Co.  from 
the  purchase  agreement,  provided  for  the  refund  of  $2,265,140.63,  and  assigned  the 
five  ships  to  the  Green  Star  Co.  under  an  agency  agreement.  This  resolution  was 
adopted.    (See  Exhibit  Q,  p.  3357.) 

Tne  $2,265,140.63  was  paid  to  the  Green  Star  Corporation. 

On  the  same  day,  July  27,  1920,  the  construction  claims  board  adopted  a  resolution 
ratifying  and  confirming  the  Levy  sale  of  materials  to  Standifer  imder  the  November 
17,  1919,  resolution. 

On  the  same  day,  July  27,  the  construction  claims  board  adopted  a  resolution  to 
save  embarrassment  of  the  Standifer  Corporation  by  resuming  progress  payments. 
The  board  of  trustees  concurred  in  this  resolution  on  the  same  date.  (See  Exhibit  R, 
p.  3358.) 

On  July  29,  1920,  the  Shipping  Board  adopted  a  resolution  modifying  the  terms  of 
payment  on  the  four  tankers  originally  sola  to  the  Texas  Co.  and  later  ^old  to  the 
Green  Star  Steamship  Corporation.    (See  Exhibit  S,  p.  3359.) 

On  August  2, 1920,  the  executive  committee  of  the  board  of  trustees  adopted  a  reso- 
lution ratifying  and  confirming  the  Levy  action  of  November  17,  1919,  piu*chasing 
materials  at  cost  and  selling  to  Standifer  at  half  cost.    (See  Exhibit  T,  p.  3360.) 

The  district  comptroller  reports  that  the  Fleet  Corporation  has  made  the  following 
payments  on  the  five  vessels  under  the  Nafra  contract: 


1.  To  Equitable  Trust  Co  $1, 350, 000.  OO 

2.  To  Green  Star  Steamship  Corporation   2, 265, 140.  63 

3.  To  G.  M.  Standifer  Construction  Corporation,  including  $319,868.79 

for  materials   4, 475,  605.  07 


Total  payments   8, 090, 745.  70 

Also,  that  Standifer 's  earnings  under  contract  were  as  follows: 

1.  Contract  price   7,878,750.00 

2.  Increased  tonnage   71,775.00 

3.  Changes  and  extras   140, 220.  70 


Total  earnings   8,090,745.70 


From  the  foregoing  it  will  be  seen  that  Standifer  has  been  paid  in  full,  although 
he  is  still  claiming  $64,254.96,  covering  legal  expenses  and  interest  on  delayed  prog- 
ress payments.  This  claim  has  been  referred  to  the  Green  Star  Steamship  Corporatioa 
for  settlement  with  Standifer,  as  it  is  not  regarded  as  a  claim  that  concerns  the  Fleet 
Corporation. 

Respectfully  submitted. 

TiLDEN  AdAMSON, 

Aamtant  to  the  General  Comptroller. 


LIST  OP  EXHIBITS. 

A.  Memorandum  from  secretary  of  Shipping  Board  regarding  negotiations  con- 
ducted by  Mr.  Martin  J.  Gillin. 

B.  Resolution  of  cancellations,  claims  and  contracts  board,  dated  November  17, 
1919. 

C.  Resolution  of  United  States  Shipping  Board,  dat«d  February  12,  1920. 

D.  Copv  of  letter  written  bv  Green  Star  Steamship  Corporation,  dated  April  14, 
1920. 

E.  Extract  from  minutes  of  United  States  Shipping:  Board,  dated  April  16,  1920. 

F.  Copv  of  letter  written  by  Mr.  Chester  W.  Cuthell  to  Mr.  Martin  J.  Gillen,  dated 
April  16,  1920. 
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G.  Extract  from  minutes  of  United  States  Shipping  Board/ dated  April  17,  1920. 

H.  Copy  of  letter  written  bv  Mr.  Gillen  to  Green  Star  Steamship  Corporation,  dated 
April  17,  1920. 

I.  Copy  of  resolution  adopted  bv  United  States  Shipping  Board,  dated  April  21, 
1920. 

J.  Copy  of  telegram  sent  by  Mr.  Cuthell  to  Mr.  Gillen,  dated  April  26,  1920. 
K.  Copy  of  letter  written  by  Mr.  Gillen  to  Mr.  Cuthell,  dated  April  26,  1920. 
L.  Copy  of  letter  written  by  Green  Star  Steamship  (Corporation  to  Mr.  Gillen, 'dated 
April  29, 1920. 

'  M.  Copy  of  letter  written  by  Mr.  Gillen  to  Green  Star  Steamship  Corporation,  dated 
April  29, 1920. 

N.  Copy  of  letter  written  to  the  Green  Star  Steamship  Corporation  b-y  Mr.  Gillen, 
dated  July  22, 1920. 

O.  Copy  of  letter  written  by  Mr.  Gillen  to  Mr.  R.  W.  Boiling,  treasurer.  Emergency 
Fleet  Corporation,  dated  July  22, 1920. 

P.  Extract  from  minutes  of  meeting  of  United  States  Shipping  Board,  dated  July  26, 
1920. 

Q.  Exti*act  from  minutes  of  meetinc:  of  United  States  Shipping  Board,  dated  July  27, 
1920. 

R.  Copy  of  resolution  of  Shipping  Board,  dated  July  27, 1920. 
S.  Copy  of  resolution  of  Shipping  Board,  dated  July  29,  1920. 
T.  Copy  of  resolution  of  executive  committee  of  board  of  trustees  of  United  Slatef? 
Shipping  Board,  dated  August  2,  1920. 


Exhibit  A. 

United  States  Shipping  Board, 

Washington,  January  ^0,  1921. 
Memorandum  to  Mr.  Adamson,  assistant  to  the  general  comptroller. 

Replying  to  your  memorandum  of  January  14,  1921,  requesting  information  with 
reference  to  the  negotiations  between  the  Sliipping  Board  and  the  Emergency  Fleet 
Corporation  with  the  Nafra  Co.  and  the  Green  Star  Steamship  Corporation,  which 
you  de$ire  for  submission  to  the  Walsh  committee: 

Ther^  are  transmitted  herewith  certified  copies  of  extracts  from  the  minutes  of 
meetings  of  the  board  of  trustees  of  the  Emergency  Fleet  Corporation  and  the  United 
States  Shipping  Board  concerning  this  matter,  together  with  copies  of  such  correspond- 
ence as  can  be  located,  in  connection  with  the  drafting  of  the  various  contracts  con- 
cerning the  transactions  between  the  parties  above  mentioned.  The  correspondence 
was  copied  from  letters  contained  in  the  fUes  of  the  Shipping  Board  and  in  the  files 
turned  over  to  the  filing  department  of  the  board  by  Mr.  Gillen  prior  to  his  resigna- 
tion. The  negotiations  in  connection  with  the  various  contracts  were  conducted  by 
Mr.  Gillen  personally  as  special  assistant  to  the  chairman  of  the  Shipping  Board,  and 
the  contracts  in  question  were  drafted  by  him  with  the  assistance  of  Assistant  Counsel 
John  A.  Beck  and  Lincoln  R.  Clark,  neither  of  whom  are  now  connected  with  the 
board. 

John  J.  Fiahbrty,  Secretary. 


Exhibit  B. 

action  taken  by  general  cancellations,  claims,  and  contracts  board,  in 
meeting  op  november  17,  1919 — g.  m.  standiper  construction  corporation 
contract  no.  156. 

Chairman  Levy  then  presented  to  the  board  for  consideration  one  of  the  pro- 
posals in  the  settlement  of  the  G.  M.  Standifer  Construction  Co.,  contract  156, 
and  it  was  shown  to  the  board  that  the  Standifer  Co.  now  has  possession  of  material 
purchased  for  contract  156,  which  is  of  the  kind,  quality,  and  quantity  for  use  on 
contract  503.  This  is  estimated  to  have  cost  approximately  $841,354.95;  and  material 
purchased  for  contract  503  is  estimated  at  approximat«fly  $908,186.50,  or  a  total  of 
approximately  $1,749,541.54. 

It  is  further  proposed  to  sell  the  material  to  the  Standifer  Co.  for  44  per  cent  of  the 
cost  price  of  the  material,  including  inward  handling  charges,  subject  to  an  audit  if  the 
proposed  settlement  now  being  negotiated  is  approved  by  Commander  Ackerson.  On 
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the  other  hand,  if  the  cancellation  settlement  is  not  approved  by  Commander  Ackerson, 
the  material  mentioned  is  to  be  sold  to  the  Standifer  Co.  at  50  per  cent  of  the  cost  plus 
inward  handling  charges,  subject  to  an  audit. 

It  was  shown  that  all  of  the  material  purchased  by  the  Standifer  Co.  for  the  building 
of  ships  under  contract  503  has  been  paid  for  by  the  contractor  throiigh  impressed  funds 
or  paid  for  by  the  Emergency  Fleet  Corporation  and  charged  to  their  account. 

It  is  proposed  further,  in  the  cancellation  adjustment,  or  in  the  event  that  one  is  not 
made  when  the  sale  of  the  material  is  concluded  as  proposed,  the  Emergency  Fleet 
Corporation  will  in  either  event,  credit  the  contractor  with  the  cost  of  material  plus 
inward  handling  charges  and  then  dispose  of  the  materials  to  the  contractor  on  the 
basis  outlined  herein. 

After  a  thorough  discussion  of  Chairman  Levy's  proposal,  the  board  was  unanimously 
of  the  opinion  that  the  proposed  basis  of  the  sale  oi  material  are  the  most  advantageous 
that  the  Emergency  Fleet  Corporation  could  expect,  and  adopted  the  following  reso- 
lution: 

Resolved,  That  the  proposals  made  by  Chairman  Levy  for  the  sale  of  materials  in 
the  G.  M.  Standifer  Construction  Co.  adjustment  be  approved." 
Approved,  November  17,  1919. 

J.  L.  Ackerson,  Vice  President, 

A  true  record  of  board  action  in  meeting  of  November  17, 1919. 

F.  C.  JouBERT,  Assistant  Secretary. 

Remarks:  O.  K.    (E.  D.  Levy.) 
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United  States  Shipping  Board, 
Whereas  the  United  States  Shipping  Board,  by  virtue  of  an  agreement  dated  Decem- 
ber 23, 1919,  agreed  to  sell  to  the  Texas  Co.  four  cargo  vessels  and  four  tankers,  desig- 
nated, respectively,  Maine,  Woonsocket,  Sagadahoc,  CanibaSy  Dirigo,  Shenandoah ^ 
Lighiimrne,  and  Aryon  for  the  lump  purchase  price  of  $14,700,000  upon  the  payment 
of  25  per  cent  in  cash  and  the  balance  according  to  the  usual  board  terms;  and 
Whereas  the  Texas  Co.  now  desires  to  dispose  of  its  interest  in  the  four  cargo  vessels, 
Maine,  Woonsocket,  Shagadahoc,  and  Canibas,  to  the  Green  Star  Line  and  have  the 
purchaser  substituted  in  its  stead  in  the  mortgage  agreement  to  be  hereafter  exe- 
cuted; and 

Whereas  there  is  no  objection  on  the  part  of  the  board  to  such  transfer  of  interest; 
now,  therefore,  be  it  * 
Resolved,  That  the  board  hereby  consents  to  the  substitution  of  the  Green  Star  Line 

for  the  Texas  Co.  as  the  purchaser  of  said  four  cargo  vessels. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  a  resolution  adopted 
by  the  United  States  Shipping  Board  at  a  meeting  on  Februaty  12,  1920. 

J.  PiERSON  James, 

Assistant  Secretary. 


Exhibit  D. 

April  14,  1920. 

Admiral  William  S.  Benson, 

Chairman  United  States  Shipping  Board,  Washington,  D.  C. 
Gentlemen:  We  desire  to  bring  to  your  attention  the  difficulties  which  this  com- 
pany has  experienced  in  financing  its  operations  and  respectfully  request  the  assist- 
ance of  your  board  in  obtaining  the  credit  to  which  we  believe  this  company  is  en- 
titled. 

This  company  began  operations  in  July,  1919.  At  that  time  it  took  over  a  going 
shipping  business  and  five  American  steel  cargo  steamers  with  an  aggregate  dead- 
weight capacity  of  about  45,000  tons.  Shortl)^  thereafter  the  company  acquired  four 
additional  steamers  with  an  aggregate  dead-weight  capacity  of  34,400  tons. 

The  company  has  a  paid-in  cash  capital  of  $10,000,000,  wmch  was  ample  for  the  above 
program  without  any  additional  working  capital.  Subsequently,  however,  in  order 
to  take  advantage  of  the  great  opportunities  which  the  company  saw  for  the  develop- 
ment of  profirable  trade  routes  under  the  American  flag,  it  was  deemed  advisable  to 
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acquire'additional  tonnage.  Desiring  to  cooperate  with  the  United  States  Shipping 
Board  in  its  plans  for  the  sale  of  its  steamers  to  private  companies,  and  being  in  full 
accord  with  its  plans  for  the  development  of  trade  routes,  this  company  purchased 
from  the  United  States,  through  your  board,  five  steamers  of  an  aggregate  dead-weight 
capacity  of  approximately  46,000  tons  at  a  total  cost  to  the  company  of  $10,217,895. 

At  about  the  same  time  this  company  entered  into  a  contract  to  purchase  from  the 
United  States,  through  the  Texas  Co.  and  your  board,  four  additional  steamers  of 
an  aggregate  dead-weight  capacitv  of  approximately  39,000  tons  at  a  total  cost  of 
$7,350,000. 

in  addition  to  the  above  vessels,  this  company,  in  November,  took  over  the  con- 
tract with  the  G.  M.  Standifer  Construction  Corporation  for  the  construction  of  five 
steel  cai^o  steamers  of  an  aggregate  dead-weight  capacity  of  approximately*  48,000 
tons  at  a  cost  of  $7,820,000,  which  contract  had  been  canceled  by  the  Fleet  Corpora- 
tion. At  the  time  these  contracts  and  purchases  were  made,  we  felt  that  it  would  be 
comparatively  simple  for  this  company  to  obtain  the  financial  assistance  which  it 
required  through  the  New  York  banks  over  and  above  its  own  substantial  investment, 
to  carry  out  the  above  program.  As  an  evidence  of  this  policy,  we  ^oint  to  the  fact 
that  this  company  actually  issued  bonds  on  its  original  nine  steamers  in  the  aggregate 
sum  of  $8,000,000,  which  bonds  were  underwritten  by  leading  financial  institutions 
in  the  city  of  New  York  and  widely  sold  throughout  the  United  States. 

This  company  did  not  require  financial  assistance  in  connection  with  its  operations, 
but  only  a  reasonable  loan  on  account  of  its  capital  investments.  The  earnings  of 
the  company  have  been  extremely  satisf|ictory  and  all  of  its  earnings  have  been  re- 
tained in  the  business;  no  dividends  having  been  paid.  The  company  has  established 
agencies  throughout  the  world  and  has  very  rapidly  developed  its  foreign  connections; 
a  fact  which  we  believe  is  familiar  to  the  division  of  operations  of  the  Fleet  Corpora- 
tion. 

To  recapitulate,  the  company  now  owns  approximately  212,000  dead-weight  tons, 
which  cost  upward  of  $44,000,000.  The  company  has  a  mortgage  indebtedness  on  its 
entire  fleet,  excluding  the  five  Standifer  vessels,  of  $25,550,921.25.  In  addition  to 
its  vessel  property,  the  company  has  made  other  large  investments  with  a  view  to 
furthering  its  shipping  business,  such  as  the  stock  of  other  steamship  lines,  dry-dock 
properties,  etc.  This  company  owes  to  banks  on  unsecured  current  obligations 
approximately  $1,300,000. 

Since  the  company's  program  was  mapped  out  last  fall,  the  attitude  of  the  New 
York  banks  seems  to  have  completely  changed  and  we  have  found  it  absolutely  im- 
possible to  obtain  any  credit  whatever  on  the  five  Standifer  steamers,  with  the  excep- 
tion of  short-term  loans  aggregating  $1,100,000,  which  have  been  obtained  from  the 
Equitable  Trust  Co.,  of  New  York  against  a  mortgage  on  the  first  Standifer  steamer, 
which  is  now  ready  for  delivery.  Our  efforts  to  obtain  a  bond  issue  at  the  rate  of 
$100  -per  dead-weight  ton  have  wholly  failed,  although  such  a  bond  issue  had  been 
tentatively  arranged  before  we  signed  the  contract,  and  it  was  largely  on  the  strength 
of  this  arrangement  that  we  purchased  these  steamers.  One  of  the  banks  which  we 
approached  in  this  connection  recently  took  the  advice  of  a  supposedly  independent 
shipping  expert,  who  advised  that  the  value  of  new  steel  tonnage  under  the  American 
flag  was  $100  to  $110  per  dead- weight  ton.  This  advice  has  not  only  destroyed  all 
hope  of  obtaining  a  long-term  loan  on  the  Standifer  steamers,  but  has  also  seriously 
injured  the  credit  of  this  company  with  bankers  generally,  as  at  such  a  low  price  the 
value  of  its  vessels  would  be  less  tnan  the  obligations  for  which  they  stand  as  security. 

Either  as  a  result  of  foreign  propaganda  or  through  unfamiliarity  with  shipping 
conditions,  American  bankers  have  gained  the  impression  that  shipping  values  will 
depreciate  very  rapidly  and  that  it  is  impossible  for  this  company  to  meet  its  obliga- 
tions in  respect  of  the  steamers  purchased  from  your  board,  which  are  payable  over 
a  period  of  five  years.  It  is  no  answer  to  this  difficulty  that  the  banks  are  mistaken, 
as  we  fully  believe  they  are.  The  fact  remains  that  neither  our  company  nor  any 
other  American  steamship  company  can  sell  shipping  securities  unless  the  Govern- 
ment modifies  its  terms  of  payment  so  as  to  permit  such  companies  to  present  a  finan- 
cial program  which  banks  consider  sound.  Under  the  terms  of  our  purchases  from 
your  board  we  undertake  to  pay  one-half  of  the  purchase  price  of  the  steamers  within 
one  year  and  the  remaining  one-half  within  four  years  thereafter.  Even  under  the 
most  favorable  conditions,  this  is  a  very  heavy  commitment,  considering  that  a  large 
part  of  the  company's  earnings  must  go  to  pay  income  taxes.  In  the  case  of  the  five 
steamers  purchased  directly  from  the  United  States  through  your  board  last  Novem- 
ber, however,  the  company's  position  is  peculiarly  unfortunate  in  view  of  the  con- 
dition of  the  vessels  when  taken  over  by  this  company.  Three  of  these  steamers, 
which  were  purchased  after  they  had  commenced  a  voyage,  have  not  yet  completed 
their  first  voyage  (although  nearly  five  months  have  elapsed)  owing  to  various  defects 
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in  the  vessels  and  owing  also  to  the  fact  that  when  purchased  they  were  in  the  hands 
of  agents  appointed  by  your  board  and  they  have  not  yet  been  physically  turned 
over  to  this  companv.  Not  only  have  these  three  steamers  earned  no  profits  what- 
ever, but  they  actually  show  up  to  date  a  very  heavy  loss  to  this  company.  Accord- 
ingly, on  the  25th  of  May,  this  company  will  be  called  upon  to  pay  12J  per  cent  of 
the  purchase  price  of  these  steamers  without  having  any  earnings  to  meet  this  pay- 
ment, and  in  addition  the  company  will  have  to  absorb  several  hundred  thousand 
dollars  loss. 

The  company  is  also  in  very  serious  difficulty  in  connection  with  the  Standifer 
contract,  on  which  it  had  actually  paid  $3,365,140.63,  and  on  which  it  must  pay, 
within  the  next  two  months,  an  additional  sum  of  $4,554,859.32. 

In  view  of  the  very  substantial  investment  we  have  made  in  these  steamers,  we  feel 
that  we  are  justified  in  seeking  the  assistance  of  your  board  in  financing  the  balance 
of  the  Standifer  contract.  Not  only  is  this  company  one  of  the  largest  owners  of 
American  tonnage,  but  it  is  also  one  of  the  best  customers  of  your  board,  both  past 
and  prospective.  Our  financial  position  is  not  unsound,  but  on  account  of  banking 
conditions  in  this  country  we  are  not  able  to  establish  our  company  on  a  secure  basis 
without  sacrificing  some  of  our  property  or  obtaining  some  modification  of  our  con- 
tracts with  your  board  and  some  assistance  in  connection  with  the  Standifer  steamers. 

Therefore,  we  respectfully  request — 

First.  That  you  defer  the  remaining  payments  due  in  respect  of  the  steamers  Lan- 
caster, West  Irmo,  West  Cavenal,  West  Cawthon,  West  Islay,  CanihaSy  Maine,  Woon- 
socket,  and  Samdahoc,  amounting  to  $13,175,921.25,  and  make  a  new  arrangement 
whereby  we  will  pay  nothing  for  the  first  two  years,  excepting  5  per  cent  interest  on 
the  above  amount;  and  the  said  sum  will  be  paid  in  10  equal  annual  installments  of 
7i  per  cent  each,  beginning  at  the  end  of  such  two-year  period. 

Second.  As  the  Standifer  contract  was  a  Shipping  Board  contract,  and  the  Shipping 
Board  was  primarily  interested  in  the  disposition  of  it,  we  request  that  your  board 
take  over  our  present  contract  with  the  Standifer  Co.  at  $165  per  dead-weight  ton, 
paying  to  the  Standifer  Co.  the  balance  due  for  the  construction  of  the  steamers, 
amounting  to  $4,544,859.32,  and  repaying  to  the  Equitable  Trust  Co.,  of  New  York, 
the  sum  of  $1,100,000,  which  they  have  advanced  against  the  first  steamer.  This 
would  represent  an  investment  on  the  part  of  your  board  of  approximately  $120  per 
dead- weight  ton.  We  will  then  repurchase  the  steamers  through  your  board  at  the 
same  price  of  $165  per  dead-weight  ton,  giving  a  mortgage  for  the  amount  of  your 
investment  as  above  stated.  We  ask  that  this  mortgage  be  on  the  same  terms  and 
conditions  as  the  mortgage  described  in  the  last  preceding  paragraph. 

Third.  In  consideration  of  the  foregoing  arrangement,  we  will  agree  that  all  net 
profits  in  excess  of  10  per  cent  earned  during  the  first  two  years  by  the  14  vessels 
on  which  your  board  will  hold  mortgage  shall  be  applied  annually,  at  our  option, 
either  (a)  in  satisfaction  of  the  last  payments  due  under  the  said  mortgages,  or  (6) 
in  the  purchase  of  vessels  from  the  United  States  through  your  board. 

Our  financial  commitments  are  so  urgent  that  we  respectfully  urge  an  immediate 
decision  from  your  board  in  this  matter. 
Very  truly,  yours, 

Green  Star  Steamship  Corporation. 


Exhibit  E. 

United  States  Shipping  Board. 
Mr.  Gillen,  special  assistant  to  the  chairman,  referred  to  a  communication  received 
from  the  Green  Star  Steamship  Corporation,  which  corporation  has  purchased  Shipping 
Board  steamers.  Mr.  Gillen  recited  the  financial  condition  of  the  corporation  and  the 
corporation's  need  of  funds  in  order  to  meet  pressing  obligations.  Mr.  Gillen  sub- 
mitted for  the  consideration  of  the  board  a  plan  to  extend  the  terms  under  which  the 
vessels  were  purchased  by  this  corporation  from  the  board  to  a  period  of  12  years,  the 
first  two  years  no  payment  to  be  made,  interest  only  to  be  received  by  the  board  on  the 
deferred  payments,  all  earning  in  excess  of  15  per  cent  to  be  applied  on  the  deferred 
payments  (mortgage).  Commissioner  Stevens  suggested  that  it  might  be  possible  for 
the  board  to  assist  the  Green  Star  Steamship  Corporation  by  financing  the  contract 
which  that  corporation  has  with  the  Standifer  Construction  Cwporation  for  the  pur- 
chase of  vessels  at  $165  per  ton  in  lieu  of  the  adoption  at  this  time  of  a  plan  which 
would  be  considered  a  policy  and  thereby  establish  a  precedent. 
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After  lengthy  discussion,  during  whicli  the  chairman,  Admiral  Benson,  stated  that 
he  would  insist  upon  the  adoption  in  the  very  near  future  of  a  definite  sales  policy  by 
the  board,  it  was  decided  to  defer,  until  the  meeting  to  be  held  to-morrow,  action  on 
the  proposal  as  suggested  by  Mr.  Gillen,  the  latter  to  confer  with  Commissioner  Stevens 
in  the  meantime. 

hereby  certifjr  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  the 
minutes  of  a  meeting  of  the  United  States  Shipping  Board  held  on  April  16,  1920. 

J.  PiERSON  James, 

Assistant  Secretary. 


Exhibit  F. 

New  York,  April  16,  1920. 

Mr.  Martin  Gillen, 

f  United  States  Shipping  Board,  Washington,  D,  C, 
I^Dear  Mr.  Gillen:  Mr.  White  tells  me  that  you  have  again  given  instructions  to 
push  the  settlement  of  the  Standifer  matters. 

At  the  present  time,  as  I  understand  the  situation,  it  is  that  the  officials  on  the 
west  coast  will  not  act  because  they  are  waiting  for  an  interpretation  of  a  letter  by  the 
Washington  officials,  and  the  Washington  officials  say  that  they  can  not  act  because 
they  are  waiting  for  information  from  the  west  coast. 

*t  1  know  that  you  take  the  broad  view  of  these  things,  and  I  know  that  you  must 
appreciate  the  fact  that  American  shipbuilding  can  not  be  continued,  particularly  by 
the  efficient  new  yards,  if  their  settlements  are  so  terribly  delayed  as  this  one  has  been. 
P  I  have  heard  that  the  board  has  made  a  settlement  of  the  Northwest  Steel  claims  by 
nving  that  company  a  contract  for  tankers  which  are  to  be  sold  when  finished  to  the 
France-Canada  Co. 

Are  you  willing  to  consider  a  similar  suggestion  in  reference  to  the  Standifer  yard? 
If  you  are,  I  will  make  every  effort  to  secure  a  purchaser  and  arrange  the  finances, 
but  if  you  are  not  interested,  I  wish  you  would  say  so  very  frankly,  because  the  amount 
of  time  and  enei^y  required  to  work  out  a  detail  of  this  sort  is  very  great. 
Very  truly  yours, 

Chester  W.  Cuthell. 


Exhibit  G. 

United  States  Shipping  Board. 
Mr.^'Gillen  referred  to  the  discussion  at  yesterday's  meeting  with  regard  to  the 
Green  Star  Steamship  Corporation's  application  for  change  in  the  terms  under  which 
the  vessels  were  purchased  by  said  corporation.  He  stated  that  he  had  had  a  con- 
ference with  Mr.  Eugene  Myers  on  this  matter,  a%  a  result  of  which  they  concluded 
to  recommend  that  the  terms  of  payment  be  10  per  cent  cash,  5  per  cent  in  6,  12,  and 
18  months,  making  30  per  cent  in  the  first  two  years,  the  remaining  70  per  cent  to  be 
paid  in  10  years,  but  that  until  50  per  cent  shall  have  been  paid,  all  profits  over  15 
per  cent  shall  be  applied  to  payments.  He  suggested  that  the  Standifer  contracts  be 
taken  over  by  the  Fleet  Corporation  in  their  present  condition,  payments  to  be  con- 
tinued by  the  Fleet  Corporation  and  delivery  of  the  ships  to  be  made  to  the  Green 
Star  Steamship  Corporation  as  fast  as  they  are  completed,  payments  to  be  made  on 
the  new  terms  to  be  arranged  hy  the  Shipping  Boara,  and  stated  that  he  would  have 
prepared  an  appropriate  resolution  for  adoption  by  the  board  on  Monday,  April  19. 
Mr:  Gillen  stated  that  Mr.  Myers  suggested  that  all  other  outstanding  contracts  of  the 
Fleet  Corporation,  amounting  to  possibly  $30,000,000,  be  rearranged  on  terms  similar 
to  the  foregoing,  in  order  to  establish  a  standard  policy  in  assisting  the  American 
merchMit  marine. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  th'- 
minutes  of  a  meeting  of  the  United  States  Shipping  Board  on  April  17,  1920. 

J.  Pierson  James,  Assistant  Secretary. 


Digitized  by 


8352  SHIFFIKG  BOARD  OFEBATIOKB. 

Exhibit  H. 

United  States  Shipping  Board, 

Washington^  April  17, 1920. 

Gbbbn  Star  Steamship  Corporation, 

New  York  City,  N,  T, 

(Attention  Mr.  Mercadante,  president.) 
Gbntlbmbn:  At  a  full  meeting  of  the  Shipping  Board  this  morning,  and  after  a 
conference  with  Mr.  Eugene  Myer,  jr.,  it  has  been  decided  to  take  over  the  Standifer 
contracts  from  you,  make  all  further  payments  to  Standifer,  and  take  up  the  Equitable 
Trust  note  of  $1,100,000.  It  was  also  agreed  at  the  same  session  that  we  will  allow 
the  payments  by  you  to  Standifer  to  be  spread  over  the  five  boats  as  an  initial  payment, 
and  that  we  will  then  give  to  you  on  the  balance,  as  well  as  on  the  mortgage  payments 
due  to  u6  from  you  on  the  other  nine  boats  that  you  own,  the  same  terms  that  we  will 
give  to  jJl  other  purchasers  of  Shipping  Board  boats.  I  have  given  you  in  confidence 
an  outline  of  what  those  terms  are,  and  you  will  pardon  me  if  I  do  not  at  this  time  put 
them  in  writing,  but  you  may  state  confidentially  to  your  bankers  what  you  have 
heard.  It  is  my  judgment  that  there  will  be  no  delay  m  arriving  at  this  new  finan- 
cial policv,  which,  in  the  judgment  of  the  board  as  well  as  in  the  judgment  of  the 
advisory  business  men  who  met  in  conference  last  Thursday,  this  new  plan  will  (a) 
relieve  the  American  banks  at  this  time  from  any  extreme  qnancing  in  ship  pur- 
chases; (b)  stabilize  marine  securities  for  all  time;  (c)  at  the  same  time  educate  the 
American  investor,  slowly  but  surely,  to  the  value  of  marine  securities,  so  that  the 
future  buyers  of  ships  from  shipbuilders  ma.y  put  out  long-time  securities  on  ships 
and  thus  stimulate  the  shipbuilding  industry  in  America. 

I  trust  that  you  will  have  your  contracts  here  on  Monday,  so  that  the  proper  assign- 
ment may  be  made,  and  that  we  may  take  over  our  liabilities  immediately  on  the 
Standifer  contract  and  with  the  Equitable  Trust. 

Very  truly,  yours, 

M.  J.  GiLLEN, 

Assistant  to  the  Chairman . 


Exhibit  I. 

United  States  Shipping  Board. 

Whereas  the  Green  Star  Steamship  Corporation  and  its  subsidiarjr  and  affiliated 
companies  have  made  application  to  the  board  to  refinance  certain  of  their  ship 
purcnases  heretofore  made  from  the  board,  the  Texas  Co.,  and  the  G.  M.  Standifer 
Construction  Corporation;  and 

Whereas  it  appears  that  the  said  companies  have  heretofore  paid  in  excess  of  25  per 
cent  of  the  purchase  price  of  the  following  14  vessels:  Lancaster ^  West  Cawthony 
West  Cavanaly  West  Islay^  We^t  Irmo,  Maine,  Canibas,  Sagadahoc,  Woonsocket, 
Arcturus,  Aquarius,  Argus,  Antimous,  Apus;  and 

Whereas  it  appears  that  the  last  five-mentioned  vessels,  otherwise  designed  as  hulls 
Nos.  11  to  15,  inclusive,  are  being  constructed  by  the  G.  M.  Standifer  Construction 
Corporation  for  account  of  the  Green  Star  Steamship  Corporation;  and 

Whereas  the  Green  Star  Steamship  Corporation,  or  its  preaecessor  in  title,  the  Nafra 
Co.,  has  paid  on  account  of  the  purchase  price  of  said  five  vessels  the  sum  of 
$3,615,140.63,  leaving  an  unpaid  balance  under  the  contract  of  $4,263,609.37;  and 

Whereas  the  Green  Star  Steamship  Corporation  has  recjuested  the  Fleet  (Corporation 
to  purchase  the  said  contract  for  the  construction  of  said  five  hulls  and  to  pay  to  said 
G.  M.  Standifer  Construction  Corporation  the  estimated  unpaid  balance  under  said 
contract  of  $4,263,609.37  and  to  pay  to  the  Equitable  Trust  Co.  of  New  York  the 
sum  of  $1,350,000  heretofore  loaned  by  said  trust  company  to  said  Green  Star  Steam- 
ship Corporation  and  by  the  latter  applied  on  account  of  construction  cost  of  said 
hufls;  and 

Whereas  the  Fleet  Corporation  is  willing  to  purchase  said  construction  contract  from 
aaid  Green  Star  Steamship  Corporation  and  to  pay  said  sum  of  $4,263,609.37,  the 
estimated  balance  due  unaer  said  contract,  as  well  as  to  pay  to  the  Equitable  Trust 
Co.  of  New  York  the  said  sum  of  $1,350,000  in  liquidation  of  loans  heretofore  made 
by  said  trust  company  to  said  Green  Star  Steamship  Corporation  as  aforesaid, 
provided  the  said  Green  Star  Steamship  Corporation  undertakes,  by  agreement,  to 
repurchase  said  five  vessels  and  to  repay  the  said  unpaid  balance  of  the  purchase 
pri^e  due  the  G.  M.  Standifer  Construction  Corporation,  plus  any  additional  cost 
iucurred  by  the  Fleet  Corporation  in  completing  the  same:  Now,  therefore,  be  it 
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Resolvedy  That  the  chairman  be,  and  he  hereby  is,  authorized  to  make  and  execute 
the  necessary  preliminary  and  final  contracts  and  mortgages  to  effectually  carry  out 
the  foregoing  oojects. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  a  resolution  adopted 
by  the  United  States  Shipping  Board  at  a  meeting  on  April  21,  1920. 

J.  PiBRSON  James, 

Assistant  Secretary, 


Exhibit  J. 
[Telegram.] 

April  26, 1920. 

Mr.  Martin  J.  Gillen, 

United  States  Shipping  Boards  Washington,  D.  C, 

In  accordance  with  your  request  over  the  telephone  I  propose  to  send  Standifer  the 
following  telegram  to-day  if  you  will  wire  me  that  it  expresses  our  understanding: 

''Gillen  objects  to  your  insistence  on  Nafra  CJo.  progress  payment  scheme  notwith-' 
standing  one  million  and  a  half  present  default.  He  will  make  all  necessary  arrange- 
ments to  keep  Nafra  contracts  payments  absolutely  separate  from  all  others  either 
wood  or  steel  and  will  pay  you  full  Nafra  contract  price  without  deduction  at  time 
of  completion  last  ship.  He  will  direct  claims  boards  and  WooUey  to  make  prompt 
settlements  on  broad  and  fair  lines  of  all  outstanding  matters.  He  states  that  if  you 
do  not  agree  to  his  suggestion  he  will  recommend  commandeering  of  your  yards  and 
throwing  your  settlements  into  the  courts.  This  is  a  very  severe  threat.  My  exper- 
ience with  Gillen  in  other  transactions  is  that  while  he  is  severe  he  is  square  and  I 
believe  he  intends  to  clear  your  entire  situation  up  in  the  very  near  future.  Therefore 
if  conditions  above  stated  are  met  I  advise  you  to  aaccept  the  imprest  fund  scheme." 

The  claims  situation  is  not  good.  Jones  reports  to  me  that  WooUey  will  make  no 
recommendation  at  thi^  time  whatever  and  nas  ordered  additional  inquiries  to  be 
made  which  will  take  over  three  months. 

C.  W.  CUTHBLL. 


Exhibit  K. 

April  26,  1920. 

Kelxogg,  Cuthell  &  Emory, 
S2  Broadway,  New  York  City. 

(Attention  C.  W.  Cuthell,  re  Standifer  contract?) 

Dear  Sir:  Your  telegram  of  the  26th  instant  at  hand  and  contents  noted.  In 
reply  permit  me  to  state  that  the  Standifer  Corporation  failing  to  furnish  sufficient 
,  funds  to  the  Green  Star  Line  for  a  portion  of  the  contract  put  them  in  financial  dis- 
tress and  allowed  themselves  to  get  in  the  same  position.  We  took  over  the  five 
contracts  and  will  recognize  those  five  contracts  but  will  protect  ourselves  as  to  the 
materials  taken  from  our  account  and  put  into  those  contracts  and  will  not  pay  the 
Standifer  Corporation  the  full  contract  price  but  will  deduct  from  that  contract 
the  amount  of  materials  they  have  taken  from  the  yards.  We  will  make  progress 
payments  through  an  imprest  fund  for  labor  and  additional  material  to  go  into  tnose 
ships  and  as  soon  as  the  material  account  with  us  is  settled  we  will  deduct  that  amount 
ana  pay  them  the  balance  on  the  contract. 

Mr.  Standifer  threatens  to  i)revent  us  carrying  out  that  contract  and  further  involve 
the  Green  Star  Line.  In  this  regard  we  point  out  to  you  that  we  have  the  power 
to  enforce  that  contract  for  our  account  under  the  existing  law  by  commandeering. 
We  further  point  out  to  you  that  Mr.  Standifer  has  a  settlement  pending  before  us. 
We  will  give  him  the  same  fair  treatment  that  every  other  claimant  receives  and 
we  will  not  make  any  promises  as  to  the  kind  of  a  settlement  he  gets  for  neither  the 
Standifer  Corporation  or  ourselves  are  in  a  trading  position.  What  is  just  and  right 
he  will  receive  and  as. promptly  as  it  is  possible. 

We  hardly  believe  that  the  Standifer  Corporation  is  in  a  position  to  threaten  us 
at  this  time  after  the  unusual  fair  treatment  his  corporation  has  received  in  large 
and  profitable  orders  and  unusually  large  profit  from  the  standpoint  of  the  money 
invested.  You,  of  course,  can  send  him  such  a  telegram  couched  in  such  language 
as  you  determine  wise  but,  of  course,  I  can  not  permit  you  to  bind  me  by  form, 
language,  or  interpretation  and  thus  make  a  record  against  the  Fleet. 
Very  truly,  yours, 

Martin  J.  Gillen, 

Assistant  to  the  Chairman. 
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Exhibit  L. 

New  York,  April  29,  1920. 

Hon.  Martin  J.  Gillen, 

United  States  Shipping  Boards 

Washington^  D,  C. 

Dear  Sir:  Withregard  to  the  14  vessels  purchased  by  this  company  from  you  board, 
their  transfer  to  a  new  corporation  to  be  formed  under  your  supervision  and  in  connec- 
tion with  the  mortgage  to  be  given  to  secure  the  unpaid  balance  of  the  purchase  price 
we  submit  for  your  consideration  the  following: 

The  Green  Star  Steamship  Corporation  owes  in  notes  $3,499,000,  which  is  made  up  as 
follows: 

Bankers  Trust  Co  $1,000,000 

Banca  Italiana  di  Sconto   618, 000 

Credito  Italiano   618, 000 

The  Nafra  Co.  (Inc.)   1, 263, 000 

Making  a  total  of   3, 499, 000 

This  amount  the  company  has  utilized  in  the  acquisition  of  vessel  property  and  had 
expected  to  repay  these  amount  to  the  above  companies  out  of  the  earnings  of  the 
vessel  property  of  the  company. 

Owing  to  the  fact  that  you  board  proposes  that  the  14  Shippin  Board  vessels  pur- 
chased by  this  company  snail  be  transferred  to  a  new  corporation  to  be  formed  under 
your  supervision,  the  Green  Star  Steamship  Corporation  will  not  have  the  earnings 
of  these  vessels  to  apply  in  this  matter  unless  the  equity  of  the  Green  Star  Steamship 
Corporation  in  the  14  vessels  can  be  paid  for  by  the  new  corporation  in  cash  to  the 
extent  of  $3,499,000. 

We  respectfully  suggest  therefore  that  you  permit  the  new  corporation  to  pay  to  the 
Green  Star  Steamship  Corporation  out  of  the  earnings  of  these  vessels  from  time  to 
time  a  sum  sufficient  to  discharge  the  above  obligation.  It  is  estimated  that  the  earn- 
ings of  the  14  vessels  for  the  nexit  two  years  should  amount  approximately  to  $10,000,000 
excluding  taxes,  which  amount  will  be  far  in  excess  of  the  sum  necessary  to  meet  the 
payment  of  the  obligation  above  set  forth,  the  interest  charges  on  the  proposed  new 
mortgage  and  the  taxes. 

The  purchase  price  of  the  14  vessels  purchased  from  the  Shipping  Board  amounts  to 
$25,446,645,  of  which  the  Green  Star  Steamship  Corporation  has  paid  to  your  board 
by  way  of  cash  and  credit  $6,073,720,  or  approximately  25  per  cent. 
Respectfully,  yours, 

Green  Star  Steamship  Corporation. 
J.  Mercadante,  President. 


Exhibit  M. 

April  29,  1920. 

Green  Star  Steamship  Corporation, 

115  Broadway,  New  York  City. 

Dear  Sirs:  When  the  new  corporation  is  organized  under  our  direction  by  you  to 
handle  the  Shipping  Board  boats  which  you  have  purchased  from  us,  we  will  expect 
that  you  will  handle  that  corporation  as  your  own.  Its  assets,  of  course,  will  belong 
to  you  subject  to  our  rights',  and  you  will  be  permitted  to  handle  these  assets  as  a 
prudent  business  man  would  handle  them  to  taKe  care  of  his  own  business. 

We  will  expect  that  you  will  do  no  business  with  that  corporation  except  business 
in  reference  to  these  boats,  that  you  will  keep  your  receipts  in  separate  accounts  and 
cash  in  a  separate  bank  account,  that  you  will  make  all  loans  for  the  operation  of  these 
boats  through  that  corporation,  thus  keeping  the  assets  and  liabilities  of  these  boats 
and  their  operations  separate.  It  is  our  intention  to  endeavor  to  create  a  merchant 
marine,  and  in  doing  so  we  will  expect  our  customers  to  use  good  business  judgment 
in  conducting  their  business  and  we  do  not  intend  to  endeavor  to  regulate  their  business 
transactions  bv  way  of  personal  supervision  thereof. 

We  note  that  you  owe  $3,499,000  on  notes,  the  proceeds  from  which  you  have 
invested  in  ships  purchased  from  us.  In  regard  to  this  matter,  we  will  expect  that 
you  will  use  the  net  results  from  the  operation  of  our  ships  during  the  first  year  and 
eight  months  to  apply  on  these  notes,  for  this  will  then  place  you  in  the  same  position 
that  we  are  placing  other  purchasers  of  ships,  since,  assuming  that  you  have  paid  to 
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US  to  date  25  per  cent,  under  our  new  terms  we  expect  to  have  a  payment  of  10  per 
cent  cash,  5  per  cent  every  six  months  for  at  least  twO  years.  Since  you  havp  made 
the  payments  that  would  fall  due  for  18  months,  we  in  fairness  to  you,  hecause  of  the 
money  situation,  will  permit  you  to  take  care  of  the  above  amount,  expecting,  of 
course,  that  you  will  take  care  of  the  interest  on  the  deferred  payments  due  to  us. 
We  beg  to  remain, 
Very  truly,  yours, 

^  Martin  J.  '^'Illen, 

Assistant  to  f  e  Chairman 


Exhibit  N. 

United  States  Shipping  Board, 

Washington,  July  22, 1920, 

Green  Star  Steamship  Corporation, 

115  Broadway,  New  York  City, 
Gentlemen:  In  reply  to  your  letter  of  the  13th  instant,  I  b^  to  advise  that  the 
treasurer  of  the  Fleet  Corporation  has  been  instructed  that  the  payments  heretofore 
made  by  you  and  your  subsidiary,  the  Imperial  Shipping  Corporation,  aggregating 
16,089,784.09,  or  an  equivalent  of  23.8  per  cent  of  the  purchase  price  of  tne  14  vessels 
purchased  shall  constitute  full  payment  required  to  be  made  to  date.  No  further 
payments  will  be  required  until  those  provided  for  in  the  new  mortgage  covering  these 
vessels.  It  is  understood  that  the  payments  under  said  mortgage  will  begin  approxi- 
mately 18  months  after  the  date  thereof. 
Very  truly,  yours, 

M.  J.  GiLLEN,  Trustee, 


Exhibit  O. 

United  States  Shu  ping  Board, 

Washington,  July  22, 1920. 

From:  M.  J.  Gillen. 
To:  R.  W.  BolUng. 

Subject:  Adjustment  of  Green  Star  accounts. 

You  will  observe  from  the  annexed  statement  that  the  Green  Star  Corporation 
and  its  subsidiary,  the  Imperial  Shipi)ing  Corporation,  have  paid  on  account  of  the 
purchase  price  of  the  vessels  indicated  in  cash  and  credits  the  sum  of  $6,089,784.09,  or 
23,8  per  cent  of  the  entire  purchase  price.  Under  the  resolution  of  the  board,  dated 
April  17, 1920,  it  was  agreed  that  the  Green  Star  Corporation  should  execute  a  mortgage 
providing  for  payments  to  begin  approximately  18  months  thereafter,  which  would 
place  them  upon  substantially  the  same  basis  as  all  other  purchasers  under  the  new 
proposed  ship  sales  plan. 

i^When  the  mortgage  is  executed,  new  notes  will  be  issued  supplanting  those  in  the 
hands  of  your  collection  department.  Will  you  kindly  advise  that  department, 
therefore,  to  suspend  further  collection  of  the  notes  in  their  possession  and  upon  the 
execution  of  the  mortgage  and  the  issuance  of  the  new  notes  thereunder  to  cancel  the 
current  notes. 

M.  J.  Gillen,  Trustee. 

177068— 21— FT  0  6 
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Vessels  purchased  by  Green  Sta/r  Steamship  Corporation  and  its  subsidiary^  Imperial 
Shipping  Corporation ^  from  United  States  Shipping  Board, 


Nanio  of  vess©l« 

Date 
received. 

Initial  cash 
payment. 

Credit. 

Balance  due 
on  notes  and 
mortgage. 

Total 
contract 
price. 

Subdivision  (1): 

Nov.  25, 1919 
Nov.  11, 1919 
N#v.  3,1919 

WOV.  ^0, 1919 
Nov.  13, 1919 

#001    A<£A  fU\ 

OCT  Tin  00 
iOl,  710.  23 

267,216.23 
268,545.23 
267, 336. 22 

$319,779.66 
213, 199.77 
213,199.77 
213, 199. 77 
213, 199. 78 

$1,952,606.25 
1,412,730.00 
1,411,245.00 
1,445,235.00 
1,441,605.00 

$2, 603, 475".  00 
1,883,640.00 
1, 881, 660. 00 
1,926,980.00 
1, 922, 140. 00 

1     001     OTE  f\£\ 

1,  ool,  »75. 00 

1,172,578.75  1  7,663,421.25 

iA  01 T  one  rtA 
10,  217,  WO.  UU 

OUDOlVlSlOn 

"VSr^-m     OA  inoA 

Mar.  Z4,  ivM 
Apr.    4, 19^0 
May   6, 1920 

May      Mf  IVM 

459,  375.  00 
214, 590. 00 

113, 852. 94 
127,217.56 
172,444.08 
182,603.80 

1,264,272.06 
1,495,686. 11 
1,665,056.92 
1,654,796.20 

1  QoT  RTin  nt\ 
1, 00  f ,  OUU.  UU 

1, 837, 500. 00 
1,837,500.00 

Total  

673,971.33 

596,218. 38 

6,079,810.29 

7,350,000.00 

Subdivision  (3): 

Apr.  29,1920 
May  21,1920 
July  16,1920 

Antinous  ^  

Total  

2,265,140.63 

5,613,609.37 

7,878,750.00 

Grand  total  

Initial  cash  payments  

4,320,986.96 

1,768,797.13 
4,320,986.96 

6,089,784.09 

19,356,840.91 

25,446,645.00 

1  To  be  delivered  August,  1920. 

Total  cost  $25,446,645.00 

Initial  payment,  cash  and  credit  (23.8  plus  per  cent)   6, 089, 784. 09 


Balance  due  on  mortgage   19, 356, 84a  91 

(1)  Vessels  included  under  subdivision  (1)  were  purchased  from  the  board  on  Nov.  25, 1919,  by  Imperial 
Shipping  Corporation,  a  subsidiary  of  Green  Star  Steamship  Corporation,  formed  for  that  purpose.  At 
the  tune  of  purchase  3  of  these  vessels  had  begun  their  voyages,  so  that  they  were  taken  as  of  the  date  of 
beginning  of  voyage  as  indicated  under  date  received. 

The  mortgages  and  notes  executed  on  Nov.  25,  1919,  bear  interest  at  5  per  cent,  payable  semiannually 
May  and  Nov.  25. 

(2)  Vessels  included  under  subdivision  (2)  were  purchased  by  Green  Star  Steamship  Corporation  throu^ 
the  Texas  Co.,  that  company  and  the  Shipping  Board  agreeing  to  the  substitution  of  Green  Star  Steamship 
Corporation  in  place  of  Texas  Co.  in  conwact  of  purchase  from  the  Shipping  Board.  Only  one  set  of  notes 
ana  mortgage  covering  the  steamship  Canibas  nas  been  executed  by  Green  Star  as  Shipping  Board  per- 
mittee, delivery  of  other  vessels  to  to  made  on  understanding  that  these  vessels  were  to  be  included  in 
new  mortgage  covering  the  14  vessels  purchased  from  the  board,  when  ship  sales  policy  finally  adopted. 

(3)  Vessels  included  under  subdivision  (3)  were  purchased  by  Green  Star  Steamship  Corporation  from 
the  Doard  under  contract  dated  Apr.  20. 1920.  These  vessels  were  then  in  course  of  construction  by  Standif er 
Construction  Corporation  at  Portland,  Oreg.  Since  the  execution  of  contract  these  vessels  nave  been 
delivered  to  Green  Star.  The  remaining  2  will  be  delivered  in  August.  The  purchase  price  and  amount 
of  mortgage  is  only  tentative,  as  the  vessels  may  be  of  greater  tonnage  than  9,600  deadweight  each,  in  which 
event  the  board  will  probaoly  pay  Standifer  Corporation  such  increased  purchase  price  based  on  $165 
per  deadweight  ton  of  each  of  said  vessels  and  Green  Star  Corporation  will  then  owe  the  board  such  excess 
on  mortgage. 

Green  Star  Steamship  Corporation. 


Exhibit  P. 

United  States  Shipping  Board. 
Mr.  Robert  McGregor  and  Mr.  Charles  F.  Quantrell,  of  the  Green  Star  Steamship 
Corporation,  appeared  before  the  board  in  connection  with  the  financial  condition 
of  tnat  company.  Mr.  McGregor  stated  that  the  Green  Star  Steamship  Corporation 
had  to  meet  urgent  obligations  during  the  month  of  July  to  the  extent  of  approxi- 
mately $1,000,000,  and  that,  as  the  Equitable  Trust  Co.,  of  New  York  City,  with 
whom  this  company  had  been  conducting  its  business,  had  refused  further  extension 
of  credit,  due  to  the  present  uncertain  conditions  in  the  shipping  business,  it  was 
found  necessary  to  present  the  matter  to  the  Shipping  Board  with  a  request  that,  if 
possible,  some  assistance  be  rendered. 
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Mr.  McGregor  explained  that  his  company  was  operating  24  vessels,  that  no  further 
payments  were  due  on  the  vessels  purchased  from  the  board  until  April  1,  1921.  He 
filed  with  the  board  a  copy  of  a  consolidated  balance  sheet  of  tJie  Green  Star  Line 
as  of  June  1,  1920,  which  included  all  subsidiary  companies,  except  Struthers  & 
Dixon  (Inc.). 

Mr.  McGregor  called  attention  to  the  fact  that  the  statement  showed  a  surplus  of 
$3,938,205.80,  and  informed  the  board  that  the  earnings  of  the  Green  Star  Line,  which 
in  his  opinion  were  very  satisfactory,  had  been  absorbed  in  the  payments  of  install- 
ments of  the  vessels  purchased  from  the  board,  as  well  as  in  the  creation  of  a  sinking 
fund  for  the  retirement  of  the  bonds  outstanding  within  five  years.  He  stated  that, 
due  to  lack  of  sufficient  operating  capital,  it  had  been  tiecessary  for  the  corporation 
to  pledge  freight  revenues  in  order  to  meet  voyage  expenses,  and  that  as  the  banks 
had  refused  to  make  further  advances  upon  this  basis,  the  company  was  placed  in 
its  present  difficult  situation. 

Mr.  McGregor  and  Mr.  Quantrell  withdrew  from  the  meeting  at  this  point. 

It  was  considered  very  important  that  this  company  be  assisted  in  its  present  diffi- 
culties if  possible,  as  the  bankruptcy  of  an  organization  of  its  size  would  have  a  dan- 
gerous effect  upon  the  entire  shipping  business. 

Mr.  Gillen  suggested  that  the  Doard  should  refund  to  the  Green  Star  Steamship 
Corporation  the  payments  made  by  it  on  acccount  of  the  purchase  of  the  five  vessels 
unaer  construction  by  the  Standifer  Construction  Corporation,  and  that  the  title  to 
said  vessels  be  reconveyed  to  the  board,  after  which  the  board  could  assign  these 
particular  vessels  to  the  Green  Star  Steamship  Corporation  for  operation  under  the 
usual  agreement  for  Shipping  Board  account.  Upon  Mr.  McGregor's  being  informed 
of  this  possible  procedure  he  stated  that  it  would  be  agreeable  to  him. 

Thereupon,  after  consideration,  on  motion  of  Commissioner  Donald,  duly  seconded 
and  carried,  the  board  directed  Assistant  Counsel  Nottingham  to  prepare  an  appro- 
priate resolution  for  adoption  by  the  board,  to  carry  out  the  above  understanding, 
and  canceling  the  agreement  dated  April  20,  1920,  of  the  Green  Star  Steamship  Cor- 
poration to  repurcluise  from  the  Shipping  Board  hulls  Nos.  11  to  15,  inclusive,  to 
be  constructed  by  the  G.  M.  Standifor  Construction  Corporation. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  the 
minutes  of  a  meeting  of  the  United  States  Shipping  Board  on  July  26,  1920. 

J.  P.  James, 
Assistant  Secretary. 


Mr.  Gillen  presented  a  proposed  resolution  stating  that  on  April  20,  1920,  the  Ship- 
ping Board  and  the  Fleet  Corporation  entered  into  a  contract  with  the  Green  Star 
Steamship  Corporation  and  the  Nafra  Co.  (Inc.),  to  purchase  from  the  Green  Star 
Steamship  Corporation  hulls  Nos.  11  to  15,  inclusive,  to  be  constructed  by  the  G.  M. 
Standifer  Construction  Corporation;  that  the  Green  Star  Steamship  Corporation  had 
paid  on  account  of  the  purchase  of  these  vessels  $3,615,140.63,  and  under  this  contract 
the  Shipping  Board  had  paid  on  account  of  the  purchase  of  these  vessels  $1,350,000; 
that  under  this  contract  the  Green  Star  Steamship  Corporation  also  agreed  to  repur- 
chase these  vessels  from  the  Shipping  Board  and  to  have  applied  on  the  purchase 
price  the  difference  between  the  above-mentioned  two  amounts,  namely,  $2,265,140.63 
which  repurchase  agreement  the  Green  Star  Steamship  Corporation  now  desires  can- 
celed ana  desires  the  latter  amount  refunded  to  it.  The  resolution  states  that  it  is 
to  the  advantage  of  the  Shipping  Board  and  the  Fleet  Corporation  to  cancel  the  above- 
mentioned  contract  of  April  20,  1920,  and  to  take  complete  title  to  these  vessels  to 
be  constructed  at  $165  per  dead-weight  ton,  refunding  the  above-mentioned 
$2,265,140.63  to  the  Green  Star  Steamship  Corporation. 

Assistant  Counsel  Nottingham  stated  that  there  were  no  liens  against  these  vessels, 
and  that  the  Grovernment's  title  thereto  was  secure.  Mr.  Gillen  explained  that  the 
adoption  of  this  resolution  would  result  in  the  Fleet  Corporation's  acquiring  these 
vessel  at  a  total  cost  of  $165  per  dead- weight  ton. 

After  a  discussion,  on  motion  of  Commissioner  Donald,  seconded  and  duly  carried, 
the  above-mentioned  resolution  was  adopted,  namely: 

Whereas  the  United  States  Shipping  Board  Emergency  Fleet  Corporation  and  the 
United  States  Shipping  Board  entered  into  a  contract  under  date  of  April  20,  1920, 
with  the  Green  Star  Steamship  Corporation  and  the  Nafra  Co.  (Inc.),  imder  and  by 
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"Ihe  tenns  of  which  the  Fleet  Corporation  purchased  from  the  Green  Star  Steamship 
^Corporation  and  its  predecessor  hulls  Nos.  11  to  15,  inclusive,  constructed  or  to  be 
'Constructed  by  the  G.  M.  Standifer  Construction  Corporation,  of  Seattle,  Wash.; 
and 

Whereas  the  Green  Star  Steimship  Corporation  or  its  predecessor  in  title,  the  Nafra 
Co.  (Inc.)  had  paid  on  account  of  the  purchase  price  of  said  vessels- the  sum  of 
$3,615,140.63;  and 

Wliereas  the  board  in  and  by  the  terms  of  said  contract  agreed  and  did  pay  over  tat 
the  account  of  the  Green  Star  Steamship  Corporation  to  the  Equitable  Trust  Co.  of 
New  York  the  sum  of  $1,3^0,000,  leaving  a  net  credit  on  account  of  the  purchase 
rice  of  said  vessels  in  the  sum  of  $2,265,140.63;  and 

ereas  simultaneously  with  the  execution  of  said  contract  the  Green  Star  Steamship 
Corporation  entered  into  an  agreement  to  repurchase  said  vessels  from  the  Shipping 
Board  and  to  have  applied  on  the  purchase  price  thereof  said  credit  of  $2,265,140.63; 
and 

Whereas  the  Green  Star  Steamship  Corporation  now  desires  to  have  the  agreement  to 
repurchase  canceled  and  the  said  credit  of  $2,265,140.63  refunded  to  it;  and 

Whereas  it  is  advantageous  to  the  United  States  Shipping  Board  and  Emergency 
Fleet  Corporation  and  the  United  States  Shipping  Board  to  cancel  the  aforesaid 
contract  of  the  Nafra  Co.  (Inc.)  and  its  successor  in  interest,  the  Green  Star  Steam- 
ship Corporation,  entered  into  April  20,  1920,  with  the  United  States  Shipping 
Board  Emergency  Fleet  Corporation  and  the  United  States  Shipping  Board  and  to 
take  over  the  full  and  complete  title  to  said,  vessels  to  be  constructed  by  the  G.  M. 
Standifer  Construction  Corporation  at  the  rate  of  $165  per  dead-weight  ton,  and  to 
refund  to  the  Green  Star  Steamship  Corporation  payments  heretofore  made  by  it 
to  the  G.  M.  Standifer  Construction  Corporation,  namely,  $2,265,140.63:  Now, 
therefore,  be  it 

Resolved,  That  the  said  contract  of  April  20, 1920,  be  modified  to  carry  out  such  can- 
cellation and  that  the  repurchase  contract  of  like  date  be  canceled  and  that  a  new 
and  supplemental  agreement  be  executed  completing  full  and  absolute  title  to  said 
vessels  to  the  United  States  of  America  represented  by  either  the  Shipping  Board  or 
the  Fleet  Corporation:  Be  it  further 

Resolved,  That  the  hulls  Nos.  11  to  15,  inclusive,  now  known  as  Arctvrus,  AqiuiriiLS, 
ArgvLs,  Antimom,  and  Apus  are  hereby  assigned  to  the  Green  Star  Steamship  Corpo- 
ration for  management  and  operation  under  and  pursuant  to  the  terms  of  the  present 
agency  agreement  for  the  management  and  operation  of  steel  cargo  vessels,  the  said 
agency  agreement  to  be  effective  from  the  date  of  delivery  of  each  of  the  above  named 
vessels  by  the  G.  M.  Standifer  Construction  Corporation  to  or'^or  the  account  of  the 
Green  Star  Steamship  Corporation:  Be  it  further 

Resolved,  That  the  Green  Star  Steamship  Corporation  be  required  to  account  to  the 
board  for  all  revenues,  heretofore  collected  on  account  of  the  operation  of  said  vessels 
from  said  respective  dates  of  delivery,  and  to  hereafter  account  pursuant  to  the  re- 
quirements of  said  managing  and  agency  agreement. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  the 
minutes  of  a  meeting  of  the  United  States  Shipping  Board  on  July  27, 1920. 

J.  P.  James, 
Assistant  Secretary. 


ExHiBrr  R. 

resolution  providing  amended  resolution  to  be  substituted  for  prior  reso- 
lution op  this  date  relative  to  g.  m.  standifer  construction  corporation. 

July  27,  1920. 

Memorandum  for  construction  claims  board. 

Referring  to  my  memorandum  dated  July  28,  quoting  resolution  adopted  by  the 
board  of  tnistees  of  the  Emergency  Fleet  Corporation  on  July  27,  relative  to  the 
G.  M.  Standifer  Construction  Corporation,  please  substitute  the  following  amended 
resolution,  the  amendment  (in  first  paragraph)  having  been  decided  upon  by  the 
board  at  a  meeting  on  July  27 : 

Resolved,  That  the  following  resolution  adopted  by  the  construction  claims  board 
on  July  27, 1920,  be,  and  it  is  hereby,  concurred  in  and  approved,  provided  the  G.  M. 
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Standifer  Construction  Corporation  unequivocally  accepts  in  writing  the  assign- 
ment to  the  United  States  Shipping  Board  and  the  United  States  Slumping  Board 
Emergency  Fleet  Corporation  of  tne  interests  of  the  Nafra  Co.  (Inc.),  and  its  successor 
in  interest,  the  Green  Star  Steamship  Corj)oration.  acquired  under  contract  entered 
into  on  April  20, 1920,  by  said  companies  with  the  United  States  Shipping  Board  and 
the  United  States  Shipping  Board  Emergency  Fleet  Corporation:  . 

Whereas  Guy  M.  Standifer,  president  of  the  G.  M.  Standifer  Construction  Corpora- 
tion, appeared  before  the  construction  claims  board  and  requested  that  the  progress 
payments  heretofore  withheld  on  the  Nafra  contract,  be  reinstated;  and 

Whereas  it  appears  to  the  construction  claims  board  from  an  examination  of  the  files 
and  information  obtainable  and  from  advices  received  from  the  district  oflBicers, 
that  upon  the  final  settlement  of  all  the  wood  and  steel  contracts,  other  than  the 
Nafra  contract,  the  G.  M.  Standifer  Construction  Corporation  will  not  be  indebted 
to  the  Fleet  Corporation;  and 

Whereas  it  is  further  shown  that  the  withholding  of  progress  payments  on  the  Nafra 
contract  is  greatly  inconveniencing  and  embarrassing  the  G.  M.  Standifer  Construc- 
tion Corporation  and  hindering  the  pn^ess  of  said  corporation  in  the  construction 
of  the  ships  under  the  Nafra  contract:  Therefore  be  it 

Resolved,  That  the  board  hereby  authorizes  reinstatement  of  construction  progress 
payments  mentioned  in  the  Nafra  contract  and  payment  and  compensation  to  the 
Cr.  M.  Standifer  Construction  Corporation  in  accordance  with  the  terms  of  said  Nafra 
contract. 

John  J.  Flaherty,  Secretary . 

(Copy  to  Messrs.  Tweedale,  Adamson,  McKeon,  McLaughlin.  Judge,  Fielding, 
Richmond,  Anderson,  Newbold,  Tirrell,  and  New.) 


Exhibit  S. 

resolution  modifying  terms  op  payment  op  contract  op  december  23.  1919, 
and  in  resolution  of  february  12,  1920,  reij^tive  to  texas  co.,  and  the  green 
star  steamship  corporation —in  re  four  vessels  and  four  tankers. 

July  29,  1920. 

At  a  meeting  of  the  Shipping  Board  on  July  29,  1920,  the  following  resolution  was 
adopted: 

Whereas,  the  board  by  virtue  of  an  agreement  dated  December  23, 1919,  agreed  to  sell 
to  the  Texas  Co.  four  cai^  vessels  and  four  tankers,  designated  respectively  Maine, 
Woonsockety  Sagadahoc,  Canibas,  Dingo,  Shenandoah,  Lightbume,  and  Anjon,  for 
the  lump  simi  purchase  price  of  $14,700,000  upon  the  payment  of  25  per  cent  thereof 
in  cash  and  the  balance  according  to  the  usual  board  terms,  and 

Whereas,  the  board  by  resolution  dated  February  12, 1920,  authorized  the  substitution 
of  the  Green  Star  Steamship  Corporation  for  the  Texas  Co.  in  so  far  as  it  concerned 
the  cargo  vessels  Maine,  Woonsochet,  Sagadahoc,  and  Canihas,  and 

Whereas,  the  Texas  Co.,  in  view  of  the  proposed  10  per  cent  purchase  plan  now  under 
consideration  by  the  board,  has  requested,  an  extension  of  the  time  of  payment  for 
said  four  tankers  so  that  the  deferred  payments  will  be  spread  over  a  period  of  seven 
and  one-half  years:  be  it 

Resolved,  That  the  board  hereby  modifies  the  contract  of  December  23, 1919,  in  so  far 
as. the  terms  of  pavment  are  concerned,  and  be  it  fiu-ther 

Resolved,  That  the  payment  of  the  balance  of  75  per  cent  of  the  purchase  price  shall 
be  spread  over  a  period  of  seven  and  one-half  years,  payable  in  se^'^en  annual  install- 
ments of  10  per  cent  of  the  purchase  price,  the  first  installment  to  be  due  and  payable 
one  year  after  the  date  of  delivery  of  said  vessels^  and  one  installment  of  5  per  cent 
to  be  due  and  payable  six  months  after  the  maturity  of  the  seventh  annual  payment, 
and  further 

Resolved,  That  the  law  division  prepare  the  necessary  documents  to  carry  this 
resolution  into  effect. 

(Copy  to  Messrs.  Tweedale,  Adamson,  McKeon,  Mcliaughlin,  Judge,  Fielding. 
Richmond,  Anderson,  Newbold,  Tirrell,  New,  Miggins.) 
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Exhibit  T. 

United  States  Shipping  Board  Emergency  Fleet  Corporation, 

Washington,  August  2,  1920, 

Memorandum  for  Construction  Claims  Board. 

At  a  meeting  ef  the  executive  committee  of  the  board  of  trustees  of  the  Emergency 
Fleet  Corporation  on  August  2, 1920,  the  following  resolution  was  adopted: 

Whereas  contract  503SC,  held  by  the  Standifer  Construction  Corporation  was  canceled 
in  its  entirety  after  materials  costing  approximately  $908,186.50  had  been  purchased 
by  the  contractor  for  use  on  said  contract;  and 

TVhereas  at  the  time  of  the  cancellation  the  contractor  had  certain  surplus  material 
not  needed  for  contract  156,  which  contract  has  been  completely  performed  and 
which  materials  were  of  the  kind,  quality,  and  quantity  for  use  on  contract  503  and 
were  estimated  to  have  cost  approximately  $841,354.95;  and 

Whereas  in  November,  1919,  E.  D.  Levy,  chairman  of  the  general  cancellations, 
claims,  and  contracts  board,  was  negotiating  a  settlement  with  the  contractor  on 
account  of  the  cancellation  of  503  and  the  sale  of  all  materials  above  mentioned  to 
the  contractor;  and 

Whereas  the  general  cancellations,  claims,  and  contracts  board,  on  the  17th  day  of 
November,  1919,  adopted  a  resolution  authorizing  the  sale  of  said  materials  to  the 
contractor  on  the  follo\^ing  terms  and  conditions: 

First.  That  if  the  recommendation  for  the  final  settlement  of  503,  proposed  by 
Mr.  Levy,  was  approved  by  Commander  Ackerson,  vice  president  of  the  corpora- 
tion, the  materials  >^  ere  to  be  sold  to  the  contractor  for  44  per  cent  of  the  cost  price 
of  the  material,  including  handling  charges,  subject  to  auait. 

Second.  If  the  cancellation  on  settlement  was  not  approved  by  Commnader 
Ackerson,  vice  president,  the  material  mentioned  was  to  be  sold  to  the  Standifer 
Corporation  at  50  per  cent  of  the  cost,  plus  inward  handling  charges,  subject  to 
audit. 

Whereas  Commander  Ackerson,  vice  president,  did  not  approve  the  proposed  can- 
cellation settlement  on  contract  503,  proposed  by  Mr.  Levy,  but  did  on  November 
17  ,  1919,  approve  the  resolution  of  tne  general  cancellations,  claims,  and  contracts 
b  oard  concerning  the  sale  of  materials,  and 

Whereas  a  copy  of  said  resolution^  dated  November  17,  1919,  with  the  approval  of 
Commander  Ackerson,  vice  president,  indorsed  thereon,  was  delivered  to  Mr.  C. 
W.  Cuthell,  attorney  for  the  Standifer  Construction  Corporation,  and  the  Standifer 
Construction  Corporation,  by  \irtue  and  authority  of  said  resolution,  continued  in 
the  possession  of  said  materials  and  have  used  a  great  portion  thereof  on  other  con- 
tracts; and 

Whereas  the  Finance  Division  is  uncertain  as  to  the  status  of  said  material  and  desires 
information  as  to  what  entries  shall  be  made  upon  the  books  of  the  corporation  con- 
cerning said  material:  Therefore  be  it 
.  Resolved,  That  the  action  of  the  general  cancellations,  claims,  and  contracts  board 
on  Noveml3er  17, 1919,  authorizing  the  sale  of  said  materials  to  the  Standifer  Corpora- 
tion at  50  per  cent  of  the  cost  thereof,  plus  inward  handling  charges,  subject  to  audit, 
be  and  the  same  hereby  is  ratified  and  confirmed;  and  be  it  further 

Resolved,  That  the  Finance  Division  be  directed  to  make  the  proper  eiitries  on  the 
books  of  the  corporation  to  carry  out  the  intention  of  this  resolution. 

J.  P.  James, 
Assistant  Secretary, 

(Copy  to  Messrs.  Tweedale,  Boiling,  and  Miller.) 

Mr.  Steele.  Now,  then,  you  have  been  interrogated  also  with 
reference  to  the  Terry  case.  I  understand  that  a  settlement  was 
made  by  Judge  Payne  himself.    Am  I  right  in  that  ? 

Mr.  Ai)AMSON.  He  did  not  execute  the  final  agreement,  that  is,  the 
contract,  but  he  laid  down  the  basis  for  the  settlement. 

Mr.  Steele.  Yes. 

Mr.  Adamson.  In  a  memorandum  of  February  10,  1920,  he  laid 
down  the  basis  for  the  settlement.  That  was  mcorporated  in  the 
contract  which  I  believe  had  not  been  executed  at  the  time  Admiral 
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Benson  assumed  office.  I  think  that  Admiral  Benson  was  not  en- 
tirely satisfied  with  the  terms  of  this  contract,  and  that  he  made  a 
change  eliminating  $125,000  of  payment  to  the  Terry  Co.  before  he 
executed  the  contract. 

Mr.  Steele.  Afterwards,  it  was  reopened,  and  a  reduction  made  to 
the  amount  of — — 

Mr.  Adamson  (interposing).  A  further  reduction  made  on  reopen- 
ing. 

Mr.  Steele  (continuing).  Of  $225,000? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  You  referred  to  the  Hog  Island  settlement.  When 
was  that  made  ? 

Mr.  Adamson.  That  is  so  vague  in  my  mind,  Mr.  Steele,  that  I 
would  not  like  to  say  just  when  it  was  made. 

Mr.  Steele.  The  Hog  Island  contract  was  a  cost-plus  contract, 
was  it  not  ?  • 

Mr.  Adamson.  The  Hog  Island  contract  was  an  agency  contract, 
you  might  regard  it — it  was  not  a  cost-plus  contract  in  the  ordinary 
sense.    We  were  to  pay  cost  and  to  give  them  certain  fees. 

Mr.  Steele.  It  was  a  cost  plus,  profit  sharing,  and  sliding  fees? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  That  was  the  largest  contract  the  Emergency  Fleet 
Corporation  made,  was  it  not  ? 

Mr.  Adamson.  The  aggregate  of  their  contracts,  I  believe,  exceeded 
all  others,  that  is  in  number  of  ships,  which  was  about,  I  think,  180 
ships,  as  compared  with  176  ships  with  the  American  Shipbuilding 
Corporation. 

Mr.  Steele.  There  is  a  difference  between  the  American  Shipbuild- 
ing Corporation  and  the  American  International  ? 

Mr.  Adamson.  Yes,  sir.  Of  course,  the  American  Shipbuilding 
built  more  ships  than  the  American  International,  because  they  had 
no  cancellations. 

Mr.  Steele.  But  the  American  International  is  the  Hog  Island 
contractor. 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  The  settlement  of  that  contract  was  made  by  whom? 

Mr.  Adamson.  I  believe  that  it  was  negotiated  when  Judge  Payne 
was  in  office;  I  can  not  be  absolutely  sure;  I  had  nothing  to  do  with 
the  settlement. 

Mr.  Steele.  You  had  nothing  to  do  with  the  settlement  of  it  at  all  ? 
Mr.  Adamson.  No,  sir. 

Mr.  Steele.  That  was  outside  of  your  claims  board  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  It  was  not  considered  hj  them  at  all,  then  ? 

Mr.  Adamson.  It  may  have  been  discussed  by  the  claims  board 
from  time  to  time^  but  1  do  not  believe  they  ever  took  action  on  the 
subject. 

Mr.  Steele.  In  your  adjustment  with  corporations  having  con- 
tracts with  the  Smpping  Board,  whether  corporations  or  actually 
going  concerns,  doing  other  work  outside,  or  work  for  the  Shipping 
Board,  and  they  have  a  list  of  salaried  officers  that  they  pay  regularly 
an  annual  salary,  what  is  vour  method  of  adjustment  for  work  done 
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for  the  Government  with  the  actual  salaries  which  they  pay  their 
officers  by  the  year,  say  ? 

Mr.  Adamson.  We  pro  rate — all  overhead  on  the  basis  of  direct 
labor,  usually;  that  is,  we  find  a  total  overhead  for  a  given  period; 
we  find  that  in  that  period  a  certain  number  of  thousands  of  dollars 
have  been  spent  for  direct  labor  on  Fleet  Corporation  work,  and  so 
many  thousands  of  dollars  spent  on  outside  work,  private  work,  and 
we  get  the  percentage  which  the  overhead  bears  to  the  direct  labor, 
and  in  that  way  apply  it  on  a  pro  rata,  so  that  the  burden  falls  evenly. 

Mr.  Steele.  Outside  of  the  question  of  pro  rating,  do  you  accept 
the  salaries  paid  by  the  corporation  to  these  officers,  or  do  you  take 
any  exception  to  those  salaries  at  the  time  ? 

Mr.  Adamson.  We  take  exception  to  them  at  times. 

Mr.  Steele.  You  do  take  exceptions. 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  then  adjust  them  in  some  amicable  way  between 
you,  and  officially  it  is  an  open  account  ? 

Mr.  Adamson.  We  simply  eliminate  from  overhead  items  that  we 
think  are  improper.  In  the  case  of,  let  us  say,  the  Shipbuilding  Co., 
which  is  one  of  a  number  of  associated  or  affiliated  companies,  they 
might  have  charged  in  the  salaries  or  too  great  a  proportion  of  the 
salaries  of  men  spending  the  major  portion  of  their  time  in  the  work 
of  the  other  companies.  Wherever  a  man  has  not  been  concerned 
with  our  contracts,  we  feel  we  should  not  bear  the  biu'den  of  his  salary, 
and  we  made  eliminations  from  the  overhead.  In  some  cases  tne 
eliminations  have  been  disputed;  in  other  cases  they  have  been 
accepted. 

Mr.  Steele.  How  about  expenses  in  the  conduct  of  the  corporation, 
where  there  majr  be  general  expenses  paid  in  the  management  of  the 
corporation,  wnich  m  their  method  of  accounting  they  distribute 
throughout  the  year.  Do  you  accept  the  items  oi  expense  of  that 
kind,  or  do  you  eliminate  them,  or  what  do  you  do  with  tnem — do  you 
adjust  them? 

Mr.  Adamson.  We  eliminate  items  which  are  unacceptable  under 
our  theory.  For  instance,  we  do  not  permit  the  inclusion  of  adver- 
tising and  in  certain  cases  if  their  legal  expenses  are  regarded  as  more 
than  sufficient  to  take  care  of  the  business  of  the  Fleet  Corporation, 
we  eliminate  lawyers'  fees. 

Mr.  Steele.  All  those  matters  are  matters  of  adjustment,  then, 
between  the  Shipping  Board  or  the  Fleet  Corporation  and  the  private 
contracting  firm  ? 

Mr.  Adamson.  First,  they  are  the  matter  of  a  very  careful  audit, 
and  then  in  disputes  that  arise  they  sometimes  go  to  the  claims  board 
and  insist  that  certain  items  be  included. 

Mr.  Steele.  You  first  make  a  careful  audit  of  all  matters  of  that 
kind,  do  you? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  You  hav^  been  asked  with  reference  to  the  Liberty 
Plant  in  California  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Was  that  a  lump  sum  or  a  cost-plus  contract? 
Mr.  Adamson.  That  was  a  cost-plus  contract. 
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Mr.  Steele.  What  was  the  amount  to  be  paid  by  way  of  commis- 
sions then  to  the  contractor,  do  you  remember,  under  the  terms  qf  the 
contract  ? 

Mr.  Adamson.  I  can  not  recall  the  exact  terms.  I  would  rather 
speak  from  the  contract  on  that. 

Mr.  Steele.  The  claims  were  made  under  the  terms  of  the  contract  ? 

Mr.  Adamson.  It  was  made  under  the  terms  of  the  contract,  but 
not  under  the  terms  of  payment  provided  for  completefd  ships.  The 
contract  provided  for  possiple  cancellation — ^provided  that  within  the 
event  of  cancellation  we  should  pay  5  per  cent  on  cost  of  ship  construc- 
tion and  7i  per  cent  on  cost  of  plant  construction  for  the  work 
actually  done. 

Mr.  Steele.  A  claim,  however,  is  made  under  the  terms  of  the 
contract  before  you  dispute  the  amount  that  you  claim  under  its 
terms? 

Mr.  Adamson.  Yes,  sir;  that  is,  they  have  claimed  certain  items 
which  we  thought  should  be  disallowed  entirely,  and  in  other  cases 
they  have  claimed  amounts  that  are  regarded  as  somewhat  excessive. 

Mr.  Steele.  Has  the  matter  been  up  to  your  board  yet  for  adjust- 
ment ?    Has  no  award  been  made  ? 

Mr.  Adamson.  I  believe  that  a  tentative  award  has  been  made;  I 
am  not  sure  that  there  has  been  any  final  award. 

Mr.  CoNNALLY.  Just  ouc  Question  I  want  to  ask  you,  Mr.  Adamson, 
in  reference  to  this  Green  Star  contract  that  the  Government  took 
over  in  April,  1920:  Is  that  a  fact  that  the  Shipping  Board  has  been 
canceling  other  contracts  heretofore  and  at  that  time,  stopping 
building  on  them  ? 

Mr.  Adamson.  They  had  canceled  this  contract  in  the  same  yard 
for  five  Liberty  ships. 

Mr.  CoNNALLY.  But  other  ships — had  they  not  canceled  a  lot  of 
contracts  for  ships  at  Hog  Island  ? 

Mr.  Adamson.  Oh,  yes. 

Mr.  Connally.  And  all  over  the  country,  and  paid  losses  by  reason 
of  those  cancellations? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Connally.  And  then  turned  right  around  and  made  a  con- 
tract to  take  over  these — what  was  the  name  of  this  yard  ? 
Mr.  Adamson.  Nafra  contract. 

Mr.  Connally.  And  then  made  a  contract  to  take  over  this 
Nafra  contract  and  complete  these  ships  and  then  turn  around  and 
sell  them  to  this  Green  otar  Line?  Did  they  not  do  that  in  the  face 
of  the  fact  that  they  had  been  canceling  contracts  all  over  the  country 
at  an  enormous  cost  therefor  ? 

Mr.  Adamson.  They  did  that  after  they  had  canceled  a  very  large 
number  of  contracts. 

Mr.  Connally.  What  was  the  sense  of  thena  doing  that,  imless 
somebody  was  getting  a  private  benefit  out  of  it  ? 

Mr.  Adamson.  Mr.  Connally,  I  have  had  no  advice  as  to  the  reasons 
for  this,  and,  of  course,  can  not  comment  upon  them;  there  must 
have  been  very  good  reason*. 
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Mr.  CoNNALLY.  Was  Mr.  Gillen  at  that  time  an  executive  assistant 
to  Judge  Payne  or  Admiral  Benson — at  the  time  this  happened  in 
April,  1920? 

Mr.  Adamson.  I  believe  that  was  his  title,  special  assistant  to  the 
chairman,  and  it  may  be  that  he  was  a  member  of  the  board  of 
trustees  also  at  that  time  :  I  am  not  sure. 

Mr.  CoxNALLY.  How  long  after  that  was  it  that  he  severed  his 
connection  ? 

Mr.  Adamson.  I  think  he  left  on  the  1st  of  August,  1920. 
Mr.  CoNNALLY.  About  the  time  the  ships  were  finished?  When 
were  the  five  ships  completed  ? 

Mr.  Steele.  They  are  not  completed  yet. 

Mr.  Adamson.  I  think  the  last  delivery  was  made  last  year, 
August  23,  1920. 

Mr.  Connally.  And  he  quit  about  the  21st  of  August — somewhere 
in  there  ?  Is  he  now  connected  with  some  of  these  companies,  the 
Green  Star  ? 

Mr.  Adamson.  If  he  is,  I  never  heard  of  it. 

Mr.  Connally.  Or  the  Nafra  ? 

Mr.  Adamson.  I  do  not  know  anything  about  it. 

The  Chairman.  What  was  the  aggregate  amount  of  this  expendi- 
ture that  the  Shipping  Board  made,  if  you  know — ^paid  $1,350,000  to 
the  Equitable  Trust  Company  ? 

Mr.  Adamson.  The  contract  price  for  the  five  Nafra  ships  was 
$7,878,750.  At  the  time,  that  is,  on  April  20,  when  the  Fleet  Corpor- 
ation took  over  this  contract,  we  agreed  to  pay  back  $1,350,000  to 
the  Equitable,  to  credit  the  Green  Star  Corporation  with  progress 
payments  already  made,  amounting  to  $2,265,140.63,  and  to  assume 
the  unpaid  balance  of  the  contract  payments  to  the  Standifer  Cor- 
poration, amounting  to  $4,263,609.37.  That  credit  of  $2,265,140.63 
to  the  Green  Star  was  to  be  applied  on  account  of  the  purchase  price 
of  the  ships,  which  were  to  be  sold  back. 

The  Chairman.  If  I  understood  you,  Mr.  Adamson,  you  testified 
that  the  material  that  went  into  these  ships  was  in  the  yards,  placed 
there  for  the  Fleet  Corporation,  for  building  five  ships  which  they 
canceled,  and  they  sold  to  the  Standifer  Co.  for  about  50  cents  on 
the  dollar. 

Mr.  Adamson.  There  were  two  groups  of  material  that  figured  in 
this:  This  contract,  No.  503  S.  C,  our  contract  which  was  canceled, 
had  charged  to  it  materials  amounting  to  something  over  $900,000. 
When  the  contractor  started  to  negotiate  his  settlement  with  Mr. 
E.  D.  Levy,  then  chairman  of  the  General  Cancellation  Claims  and 
Contracts  Board,  he  introduced  a  new  element  into  this  claim.  He 
claimed  not  only  that  we  should  reimbm'se  him  for  the  materials  on 
account  of  contract  No.  503,  the  canceled  contract,  but  that  we 
should  take  over  surplus  materials  on  account  of  contract  156  for  10 
steel  ships  that  were  identical.  He  represented  that  this  surplus  of 
material  on  account  of  contract  156  then  amoimted  to  about  $841,000. 
We  were  to  pay  him  100  cents  on  the  dollar  for  this  surplus  from  No. 
156,  and  at  the  same  time  sell  it  back  to  him  at  50  cents  on  the 
dollar.    We  were  to  take  over  the  ma'terials  from  the  canceled  con- 
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tracts,  of  course,  at  100  cents  on  the  dollar,  and  then  at  the  same 
time  sell  it  back  at  50  cents  on  the  dollar. 
At  that  time  contract  156,  I  believe  there  had  been  just  five  or 

Eossibly  foiu"  or  five  of  the  ships  completed,  and  I  do  not  know  just 
ow  they  arrived  at  any  surplus  on  that  uncanceled  contract.  Qf 
course,  we  were  not  responsible  for  any  surplus  on  a  lump  sum  con- 
tract; that  was  the  contractor's  own  responsibility.  But  onNovem- 
ber  17,  1919,  Mr.  Levy  made  this  arrangement  by  which  we  purchased 
this  surplus  material  and  sold  it  back  at  50  cents  on  the  dollar. 
Mr.  Steele.  What  did  you  purchase  it  at? 

Mr.  Adamson.  We  purchased  it  at  100  cents  on  the  dollar;  that  is, 
the  invoices  cost  plus  handling  charges,  etc.  While  Mr.  Levy  used 
certain  definite  figures  representing  the  amounts  of  steel  on  the 
two  contracts,  the  settlement  was  made  subject  to  audit;  and  the 
$841,000 — I  might  say  $841,354.95  was  supposed  to  represent  the 
inventory  of  surplus  materials  on  account  of  contract  156,  $928,186.59 
was  supposed  to  represent  the  inventory  of  materials  on  account  of 
the  canceled  contract.    That  was  subject  to  inventory  and  audit. 

Well,  under  date  of  August  1,  1920,  an  inventory  was  submitted  to 
the  claims  board,  which  has  increased  the  quantities  of  materials 
which  we  are  to  take  over  at  100  cents  and  sell  at  50  cents  on  the 
dollar;  the  inventory  as  submitted  amounts  to  $919,292.27,  on 
account  of  the  canceled  contract  No.  503;  that  is,  a  slight  reduction. 
But  on  account  of  the  surplus  materials  on  the  uncanceled  contract, 
156,  the  inventory  has  gone  from  $841,000,  up  to  $1,013,343.78.  So 
that  on  the  basis — 

The  Chairman  (interposing).  That  is  the  100  cents  on  the  dollar 
inventory  ? 

Mr.  Ajdamson.  Yes.  On  the  basis  of  those  inventory  figures  we 
would  have  to  pay  $1,932,636.05  and  sell  it  for  just  hafi  that  price. 
But  the  auditors  in  pricing  this  inventory  have  reduced  the  amoimt 
down  to  about  $1,910,000  that  we  have  to  pay. 

The  Chairman.  Who  was  the  district  supply  and  sales  manager 
at  that  time  when  this  property  was  sold,  do  you  know? 

Mr.  Adamson.  I  can  not  say;  that  was  November,  1919. 

The  Chairman.  Was  it  Mr.  Yoakum? 

Mr.  Adamson.  I  do  not  believe  so,  not  in  that  district. 

Mr.  CoNNALLY.  Mr.  Levy  had  it  bought,  but  he  did  not  sell  it; 
somebody  else  sold  it. 

Mr.  Adamson.  Mr.  Levy  bought  and  sold  in  the  same  document. 

Mr.  CoNNALLY.  Bought  and  sold?  Is  he  still  with  the  Shipping 
Board? 

Mr.  Adamson.  No,  sir.  He  was  loaned  to  the  Shipping  Board  for 
several  months  from  the  American  International  Corporation. 

TTie  Chairman.  Who  followed  Mr.  Yoakum  as  district  supply  and 
sales  manager  out  there  ? 

Mr.  Adamson.  I  am  not  sure;  I  would  have  to  look  up  the  record. 

The  Chairman.  Did  you  audit  the  books  of  the  Seattle  Construc- 
tion &  Dry  Dock  Co.  ?   That  is  your  department? 

Mr.  Adamson.  The  home  office  has  not  made  any  audit  that  I 
know  of.  The  district  comptroller  has  made  audits  from  time  to 
time;  the  district  comptroller  has  made  an  audit  of  the  Todd  claims 
in  connection  with  Tacoma  work. 
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The  Chairman.  If  I  understand  you  correctly,  you  have  a  differ- 
ent set  of  auditors  for  repair  yards,  a  different  audit  made  on  requisi- 
tion claims  and  commandeered  ships,  and  then  another  for  construc- 
tion and  canceled  claims  ? 

*  Mr.  Adamson.  No,  we  have  not  a  different  set  of  auditors  to  make 
various  audits  that  you  have  mentioned;  for  instance,  in  connection 
with  any  claims,  which  are  now  pending  the  district  comptroller 
will  make  an  audit  of  the  claims  that  are  left  over  from  the  requisi- 
tioned ships,  and  also  on  accoimt  of  the  construction  of  the  par- 
ticular ships.  On  the  repair  audit,  I  believe  the  present  ol-ganiza- 
tion  is  to  have  the  current  audit  done  by  a  different  staff  of  auditors. 
However,  on  the  traveling  audit  feature  of  the  work,  I  believe  that 
that  the  same  traveling  auditors  will  cover  both  the  repair  and  con- 
struction audits.  Mr.  McKeon  can  tell,  you  more  dennitely  about 
that  than  can  I. 

The  Chairman.  Just  one  further  question,  Mr.  Adamson:  I  under- 
stood you  to  say  that  you  did  not  recall  any  settlement  since  Admiral 
Benson  had  been  chairman  which  were  not  handled  in  the  usual 
course  of  procedure  which  you  have  outlined.  I  wish  to  ask  you  if 
the  Merrill-Stevens  settlement  was  not  handled  by  the  general  coimsel 
and  attorney  for  the  company,  and  then  referred  to  the  chairman  of 
the  board  without  going  to  you  or  without  going  to  the  district 
adjuster  and  then  to  you,  and  then  to  the  claims  board  ? 

Mr.  Adamson.  I  do  not  want  to  be  misimderstood.  I  think  my 
reply  to  your  question  awhile  ago  was  that  I  did  not  recall  any  case 
that  Admiral  Benson  had  made  settlement  that  had  not  been  oef ore 
the  claims  board.  The  Merrill-Stevens  settlement  was  passed  upon 
by  the  claims  board,  and  that  claims  board  did  adopt  a  resolution 
making  a  recommendation  for  settlement.  I  have  previously  reported 
on  a  proposed  statement  which  had  been  submitted  to  me. 

The  Chairman.  But  was  not  the  final  settlement  handled  irre- 
spective of  the  recommendation  of  the  claims  board  and  directly 
negotiated  by  the  general  counsel  and  attorney  for  the  company,  and 
then  submitted  to  the  chairman  ? 

Mr.  Adamson.  I  do  not  believe  it  was.  I  think  that  the  negotia- 
tions were  by  men  connected  with  the  claims  board;  that  the  claims 
board  passed  a  resolution  authorizing  the  settlement  at  a  certain 
figure,  and  that  the  contract  was  made  on  that  basis,  and  Mr.  Talbert 
is  more  familiar  than  I  am  with  that,  and  he  can  tell  you. 

The  Chairman.  I  believe  that  is  all.  But  we  have  asked  you  for 
information  from  time  to  time  during  the  course  of  your  examination, 
Mr.  Adamson,  which  you  said  you  might  be  able  to  get  from  the 
records  ? 

•  Mr.  Adamson.  Yes;  I  have  tried  to  keep  them  in  my  head,  and  I 
think  Mr.  Saunders  has  made  memorandums.  But  I  am  going  to  ask 
the  stenographer  if  he  can  give  me  from  his  notes  just  what  you 
require. 
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TESTIMONY  OF  MR.  WINFIELD  McKEON,  DEPUTY  COMP- 
TROLLER IN  CHARGE  OF  CONSTRUCTION  ACCOUNTS, 
EMERGENCY  FLEET  CORPORATION,  WASHINGTON,  D.  C. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  State  vonr  full  name,  Mr.  McKeon. 
Mr.  MoKeon.  Winfield  McKeon. 

The  Chaibman.  You  are  an  employee  of  the  Shipping  Board  or  the 
Fleet  Corporation? 
Mr.  McKeon.  Yes,  sir. 

The  Chaibman.  What  is  your  official  capacity  ? 
Mr.  McKeon.  Deputy  comptroller  in  charge  of  construction  ac- 
counts. 

The  Chaibman.  How  long  have  you  been  with  the  Shipping  Board 
or  Fleet  Corporation  ? 

Mr.  McKeon.  I  started  with  the  Shipping  Board  May  28,  1917. 
I  was  assigned  to  Houston,  Tex.,  and  resigned  December  31,  1919. 
and  returned  again  May  20  of  this  year. 

The  Chaibman.  Returned  again  when  ? 

Mr.  McKeon.  May  20,  last  year— 1920 

The  Chairman.  In  the  same  capacity  ? 

Mr.  McKeon.  No,  sir;  as  deputy  general  auditor. 

The  Chaibman.  What  were  you  mien  you  started  in,  in  Maj'  last  ? 

Mr.  McKeon.  District  auditor,  and  then  transferred  to  the  home 
office,  and  had  had  title  of  chief  auditor,  which  I  held  at  the  time 
I  resigned. 

The  Chairman.  When  were  you  transferred? 
Mr.  McKeon.  About  March  of  1919 — the  first  half  of  March, 
approximately. 

The  Chairman.  From  May,  1917,  to  March,  1919,  you  were  at 
Houston,  Tex.  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  As  district  

Mr.  McKeon  (interposing).  District  auditor. 

The  Chairman.  And  from  March,  1919,  to  December,  1919,  you 
were  at  the  home  office,  as  chief  auditor  ? 

Mr.  McKeon.  I  had  that  title  practically  all  of  the  time.  There 
was  a  period  of  a  few  weeks  or  a  month  when  I  first  came  into  the  home 
office  that  I  was  acting  as  special  assistant  to  the  then  general  auditor. 

The  Chairman.  Then  you  resigned  and  came  back  in  May,  1920, 
as  what  ? 

Mr.  McKeon.  Deputy  general  comptroller  in  charge  of  construction 
accounts  here  in  Washington. 

The  Chairman.  You  are  stationed  herie  now? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Who  gave  you  your  position  ? 
Mx.  McKeon.  Mr.  Tweedale  this  last  time.    The  first  time  Mr. 
Bender. 

The  Chairman.  Where  is  your  home? 

Mr.  McKeon.  My  home  is  New  York  City — my  original  home;  I 
am  now  living  in  Washington  with  my  wife. 
The  Chairman.  How  old  are  you? 
Mr.  McKeon.  I  will  be  35  this  June. 

The  Chairman.  When  you  were  down  at  Houston,  Tex.,  what 
district  did  you  have  jurisdiction  over? 
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Mr.  McKeon.  The  Gulf  district. 

The  Chairman.  How  many  yards  ? 

Mr.  McKeon.  There  were  10  yards. 

The  Chairman.  Were  they  all  wood-ship  yards? 

Mr.  McKeon.  Yes,  sir;  entirely. 

The  Chairman.  The  Union  Bridge  &  Construction  Co.? 

Mr.  McKeon.  Yes,  sir. 

The  Chairma'n.  That  is  Louisiana? 

Mr.  McKeon.  That  was  in  our  territory. 

The  Chairman.  The  National  Shipbuilding  Co.  ? 

Mr.  McKeon.  The  National  Shipbuilding  Co. 

The  Chairman.  The  Southern  Dry  Dock  &  Shipbuilding  Co.? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  McBride  &  Law? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  Lone  Star  Shipbuilding  Co.  ? 
Mr.  McKeon.  Yes,  sir;  that  is  correct. 

The  Chairman.  The  Beaumont  Shipbuilding  &  Dry  Dock  Co.  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  Universal  Shipbuilding  Co.  ? 
Mr.  McKeon.  You  left  out  the  J.  N.  McCammon,  out  at  Beaumont. 
The  Chairman.  I  have  not  reached  that.    The  Universal  Ship- 
building Co. — J.  N.  McCammon? 
Mr.  McKeon.  Right. 
The  Chairman.  The  Midland  Bridge  Co.  ? 
Mr.  McKeon.  Yfes,  sir. 
The  Chairman.  Heldenfels  Bros.  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  Houston  Shipbuilding  Co.  ? 
Mr.  McKeon.  Yes,  sir;  that  came  in. 
The  Chairman.  And  the  Noches  Shipbuilding  Co.? 
Mr.  McKeon.  They  had  a  contract  but  did  not  get  started;  we 
did  not  count  them  as  active.    They  were  in  that  territory. 
The  Chairman.  There  are  12  there? 

Mr.  McKeon.  The  Houston  was  canceled  in  its  inception,  and  so 
was  the  Naches.  Those  two  were  never  considered  active  yards. 
They  just  got  started  and  were  immediately  canceled. 

The  Chairman.  Did  you  have  jurisdiction  over  the  Gulf  Con- 
struction Transport  Co.  ? 

Mr.  McKeon.  No,  sir. 

The  Chairman.  Just  what  were  your  duties  down  there? 

Mr.  McKeon.  I  was  sent  into  the  district  to  organize  the  accounting 
and  auditing  department— to  supervise,  audit,  and  check  over  the 
payment  of  vouchers  and  approve  them  as  to  audit — through  my  as- 
sistants. 

The  Chairman.  Were  those  all  wood-ship  yards? 
Mr.  McKeon.  Yes,  sir;  reporting  to  the  general  auditor  in  Wash- 
ington at  that  time. 

The  Chairman.  Do  you  remember  how  many  ships  were  under  con- 
struction there  in  these  various  yards,  in  the  aggregate  ? 


something  in  the  neighborhood  of  57.  I  have  not  refreshed  my  mem- 
ory on  these  points.  I  have  been  away  from  that  territory  nearly 
two  years  now,  and  toward  the  end  there  were  over  100,  counting  the 
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full  complement  of  ships  contracted  for,  which,  of  course,  there  were 
some  canceled  later  on. 

The  Chairman.  When  you  came  to  Washington,  in  March,  1919, 
was  that  a  promotion  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  At  increased  salary  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  What  was  your  salary  while  you  were  down  in 
Texas. 

Mr.  McKeon.  I  was  getting  $4,800. 

The  Chairman.  How  many  subordinates  did  you  have  under  you  ? 
Mr.  McK^EON.  In  the  neighborhood  of  about  115. 
The  Chairman.  Were  there  any  inspectors  under  you  ? 
Mr.  McKeon.  No,  sir;  the  inspectors  came  under  the  construction 
department. 

The  Chairman.  Were  these  contracts  down  there  all  of  one  form  ? 
Were  they  lump  sum  or  cost  plus  ? 

Mr.  McKeon.  No;  at  the  mception  there  were  two  straight  out- 
and-out  cost-plus  contracts. 

The  Chairman.  Which  yard  had  them? 

Mr.  McKeon.  The  Union  Bridge  and  the  Midland  Bridge;  all  the 
others  were  on  the  lump-sum  basis. 

The  Chairman.  That  was  at  Morgan  City,  La.,  the  Union  Bridge 
and  the  Midland  Bridge,  and  the  Midland  Bridge  at  Houston  Ship 
Channel,  Tex.  ? 

Mr.  McK^EON.  Yes,  sir. 

The  Chairman.  And  how  many  ships  do  they  provide  for — those 
two? 

Mr.  McKeon.  The  original  ship  contract  with  the  Union  Bridge 
&  Construction  Co.  was  six  ships,  and  the  original  contract  with  the 
Midland  ship  was  the  same  complement—  six. 

The  Chairman.  Did  it  come  under  your  jurisdiction  to  ascertain 
the  manner  in  which  the  contracts  were  being  performed  by  the  con- 
struction company  ? 

Mr.  McKeon.  It  came  under  my  jurisdiction  to  take  vouchers 
and  audit  the  payments  and  also  at  that  time  we  countersigned  the 
checks,  together  with  the  disbursing  officer.  But  so  far. as  super- 
vision of  the  contract  in  any  way  over  these  inspectors,  as  to  what 
progress  was  being  made,  that  was  under  the  district  manager. 

Tne  Chairman.  You  say  there  were  two  out  and  out  cost  plus 
contracts  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  What  other  forms  of  contract  were  there  ? 

Mr.  McKeon.  Lump  sums. 

The  Chairman.  All  the  rest  were  lump  sum  ? 

Mr.  McKeon.  Yes,  sir;  that  is,  up  to  a  period.  They  were  origi- 
nally lump  sum,  and  then  they  were  changed  to  cost  plus. 

The  Chairman.  When  was  tne  change  made  ? 

Mr.  McKeon.  At  various  dates.  I  think  commencing  about  the 
middle  of  1918  they  started  to  convert  them  from  the  lump-sum 
type  to  cost  plus. 

The  Chairman.  They  started  out  on  cost  plus  ? 

Mr.  McKeon.  They  started  out  on  cost  plus,  yes,  with  a  fixed  fee; 
it  was  not  plus  percentage,  it  was  plus  a  fixed  fee. 
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The  Chairman.  Cost  plus  a  fixed  fee  ? 

Mr.  McKeon.  Yes,  sir;  $15,000  per  hull. 

The  Chairman.  Did  that  form  prevail  in  all  the  yards  ? 

Mr.  McKeon.  That,  I  think,  was  the  fixed  fee  in  almost  all  cases — 
excuse  me,  just  a  minute,  Mr.  Chairman.  There  is  one  contract  there 
— two  others  I  did  not  mention,  and  I  do  not  know  whether  you  wish 
to  bring  them  in — the  Dry  Dock  contracts  at  Galveston  and  at  Beau- 
mont, and  the  Marine  Railway  at  Beaumont,  if  you  want  to  make 
that  list  complete.  But  they  had  nothing  to  do  with  ship  construc- 
tion. 

The  Chairman.  They  were  contracts  under  your  jurisdiction  for 
work  being  done  by  the  Fleet  Corporation. 
Mr.  MoKeon.  Yes,  sir. 

The  Chairman.  And  the  Dry  Dock  at  Galveston? 
Mr.  McKeon.  Yes,  sir;  and  Dry  Dock  at  Beaumont. 
The  Chairman.  Dry  Dock  at  Galveston  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  By  whom  was  the  work  to  be  performed  ? 
Mr.  MoKeon.  The  Galveston  Dry  Dock  Construction  Co. 
The  Chairman.  And  the  one  at  Beaumont  was  to  be  performed 
by  whom  ? 

Mr.  McKeon.  The  Beaumont  Shipbuilding  &  Dry  Dock  Co. ;  and 
the  Marine  Railwayfor  the  same  period. 

The  Chairman.  Was  the  Marine  Railway  a  separate  contract  ? 

Mr.  McKeon.  Yes,  sir;  it  is  a  separate  contract. 

The  Chairman.  Do  you  remember  when  those  contracts  with  the 
Beaumont  Shipbuilding  &  Dry  Dock  Co.  were  entered  into;  were 
they  made  subsequent  to  the  contract  for  the  shipbuilding  ? 

Mr.  McKeon.  Subsequent,  in  all  cases. 

The  Chairman.  And  did  you  have  to  look  into  the  matter  of  pay- 
ment on  account  of  plant  construction  ? 

Mr.  McKeon.  That  was  part  of  my  duty  in  connection  with  the 
cost-plus  contracts. 

The  Chairman.  Do  you  know  of  any  instances  there  where  plants 
were  built  upon  private  property  ? 

Mr.  McKeon.  In  all  cases  that  was  the  case. 

The  Chairman.  The  plants  were  all  upon  land  owned  by  the  parties 
operating  the  shipbuilding  plants  ? 

Mr.  moKeon.  No,  sir;  the  land  was  leased.  In  the  case  of  the 
Union  Bridge  Construction  Co.  the  land  was  leased  from  local  party 
at  Morgan  City,  and  in  the  case  of  the  Midland  Bridge  Co.  the  land 
was  leased  from  Col.  House. 

The  Chairman.  Leased  to  the  contractor  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Were  these  other  contracts  for  ship  construction 
where  payments  were  made  by  the  Fleet  Corporation  on  the  part  of 

!>lant  construction  upon  land  owned  by  the  contractor  or  on  leased 
and  ?  . 
Mr.  McKeon.  In  most  cases,  in  my  district,  the  land  was  leased. 
The  Chairman.  Leased  by  the  contractor  ? 

Mr.  McKeon.  Leased  by  the  contractor,  but  I  will  say  that  at  the 
inception  on  the  lumn-sum  basis,  we  were  not  interested  in  the  plant 
construction.  The  Fleet  Corporation  did  not  at  that  time  finance 
any  of  the  plant  construction  for  the  lump-sum  contractors. 
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The  Chairman.  It  did  not  involve  any  payments  or  advances  on 
account  of  the  plant? 

Mr.  McKjson.  No,  sir.  But  it  did  for  the  two  cost-plus  contracts, 
because  there  we  contracted  to  furnish  plants  and  provide  for  ship 
costs. 

The  Chairman.  Do  you  know  of  any  instances  in  which  advances 
of  payments  were  made  on  account  of  construction  where  the  plant 
was  erected  upon  land  where  there  was  any  irregularity  with  reference 
to  the  leasing  of  the  land  or  the  title  to  the  lano,  where  the  contractor 
did  not  have  a  proper  lease  of  the  land  or  did  not  have  proper  title 
to  it,  to  the  possession  or  occupancy  ? 

Mr.  McKeon.  As  I  have  said,  the  only  two  plants  where  we  figured 
plant  construction  were  in  the  case  of  the  Union  Bridge  &  Construction 
Co.,  at  Morgan  City,  where  there  was  a  lease  which  wa^  passed  upon 
by  our  legd  division,  and  also  in  the  case  of  the  Midland  Bridge 
Co.,  of  Houston,  Tex.,  which  was  also  passed  upon  by  our  legal 
division.  So  that  we  went  on  the  assumption  that  so  far  as  the 
temporary  title  to  that  land  was  concerned,  it  was  all  right,  and  there 
was  a  proviso  in  those  leases,  I  beUeve,  for  an  extension  of  period, 
I  think,  in  each  case,  of  two  years  beyond  the  termination  of  the 
ori^al  leases,  providing  it  was  necessary.  But  there  were  no  pro- 
visions made  as  to  our  title  to  that  plant,  because  it  was  imderstood 
when  the  plant  was  through  it  had  to  be  salvaged. 

The  Chairman.  There  was  no  clause  in  the  lease  that  upon  the 
termination  title  to  the  land  passed  to  the  Shipping  Board  or  Fleet 
Corporation? 

Mr.  McKeon.  No,  sir;  the  land  had  to  be  returned  in  its  original 
condition,  which  woxdd  provide  for  the  razing  and  removal  of  all 
improvements. 

The  Chairman.  As  to  the  inspectors  down  there,  did  it  come 
under  your  observation  as  to  whether  there  were  a  sufficient  number 
of  inspectors  to  follow  the  course  of  the  work  of  plant  construction 
or  shipbuilding  ? 

Mr.  McKeon.  I  would  say — of  course,  the  inspectors  did  not 
report  to  me,  but  as  a  matter  of  opinion  

The  Qeairman  interposing).  Do  you  know  how  many  there  were 
there  ? 

Mr.  McKeon.  Generally,  they  started  off  with  one  inspector  at 
each  yard,  and  then  as  the  volume  of  work  increased  there  were 
sometimes  two  or  three  assistants,  depending  on  the  size  of  the 
plant.  There  were  periods  of  time  when  the  volume  of  work  thrown 
upon  the  inspectors  was  such  as  to  practically  make  it  impossible 
for  them  thoroughly  to  cover  the  ground. 

The  Chairman.  Of  course,  the  work  or  the  report  of  the  inspectors 
came  to  you  in  your  capacity  as  auditor,  did  it  not  ? 

McKjjon.  My  connection  with  the  inspectors  was  this:  All 
vouchers  for  the  payment  of  material  or  for  the  payment  of  pay 
roll  required  first  the  approval  of  an  inspector  before  we  would 
pass  it.  We  would  audit  the  payment  as  to  the  mathematical 
accuracy  and  the  agreement  with  the  parties  and  purchase  price 
and  the  cost  of  materials.  But,  further  than  that,  we  required  the 
inspectors'  signatures,  signifying  that  the  material  was  to  be  used 
in  connection  with  our  work  and  had  been  so  used  or,  if  not  used, 
had  been  put  in  storehouse  for  that  purpose. 
1770e8— 21— PT  9  7 
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The  Chairman.  Did  you  ever  go  behind  the  inspectors'  signature 
upon  the  voucher? 

Mr.  McKeon.  We  had  no  authority  to  do  so. 

The  Chairman.  Once  a  voucher  came  to  you  bearing  the  signature 
of  the  inspector,  it  was  your  duty  to  carry  out  the  aritmnetical 
computation  and  certify  it  for  payment  and  coimtersign  the  checks  ? 

Mr.  McKeon.  We  had  one  additional  precaution,  that  was  the 
signature  of  the  district  manager,  or  the  assistant  district  manager, 
who  also  had  to  

The  Chairman.  He  was  in  charge  of  the  ^spectors? 

Mr.  McKeon.  Yes,  sir.  He  had  to  sign,  or  his  assistant,  or,  in 
the  case  of  any  question,  we  would  always  take  the  matters  up 
with  him. 

The  Chairman.  While  you  were  there,  did  any  questions  of 
errors  or  improper  inspection  come  to  your  attention — in  any  of 
those  yards  ? 

Mr.  McKeon.  Might  I  ask  a  question  to  clear  the  point?  Do 
you  mean  proper  inspection  as  to  ship  construction  or  vouchers 
being  passed  that  we  might  raise  some  question  about  ? 

The  Chairman.  Either  way. 

Mr.  McKeon.  There  were  some  instances  where  we  did  question 
the  passing  of  vouchers,  and  took  the  matter  up  with  the  district 
manager,  and  in  some  instances  even  went  higher  than  that,  by 
taking  the  matter  up  with  the  home  office,  when  we  were  not  alto- 
gether satisfied  with  what  had  been  explained  to  us  there.  Upon 
receiving  final  instructions  from  the  home  office  we  acted. 

The  CSiAiRMAN.  Did  that  involve  a  saving  to  the  Shipping  Board 
or  the  Fleet  Corporation — this  action  in  referring  it  to  the  home 
office? 

Mr.  McKeon.  Well,  there  we^e  times  when  I  was  overruled,  when 
I  in  some  instances  had  raised  questions,  and  I  was  told  that  my 
point  was  not  in  order. 

The  Chairman.  Did  you  come  across  any  transactions  there  which 
involved  the  padding  of  pay  rolls  or  costs  of  materials,  or  loss  or  theft 
of  tools  accujnulated  in  any  of  these  yards  ? 

Mr.  McKeon.  Yes,  sir;  there  were  instances;  in  connection  with 
one  of  our  cost  plus  contractors  there  was  an  instance  of  pay-roll 
padding. 

The  Chairman.  Which  contract  ? 

Mr.  McKjEON.  The  Union  Bridge  '&  Construction  Co. 

The  Chairman.  That  is  at  Morgan  City,  La. 

Mr.  McKeon.  Morgan  City.  The  amoxmt  was  reported  by  the 
resident  auditor  and  taken  up  with  the  district  attorney,  and  the 
man  was  under  indictment,  but  I  do  not  know  whether  he  was  ever 
finally  sentenced.  There  was  a  lot  of  argument  raised  as  to  some 
technical  proof  of  the  Jnatter,  and  disposition  had  never  been  reacjied 
in  the  case  when  I  left  the  district. 

The  Chairmai^.  That  was  discovered,  reported  to  the  proper 
authority,  and  action  taken,  resulting  in  indictment  ? 

Mr.  MxjKeon.  Yes,  sir. 

The  Chairman.  And  upon  that  action  being  taken  by  the  Shipping 
Board,  did  that  practice  continue  ? 

Mr.  McKeon.  I  believe — the  man  was  retnoved;  I  feel  that  the 
condition  was  corrected. 
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The  Chairman.  With  reference  to  any  of  these  other  matters  such 
as  theft  of  material  or  tools  come  to  your  attention — any  such  matters  ? 

Mr.  McKeon.  There  were  reports  that  such  was  the  case,  but  I 
never  had  conclusive  proof  of  that. 

The  Chairman.  Did  you  refer  them  to  the  proper  official  for  inves- 
tigation? 

Mr.  McKeon.  Yes,  sir;  in  case  of  any  information  of  that  nature 
reaching  me,  the  matter  would  be  immediately  taken  up  with  the 
district  manager. 

The  Chairman^,  Which  yards  did  you  have  anything  like  that 
brought  to  your  attention  ? 

Mr.  McKeon.  Well,  the  Lone  Star  Shipbuilding  Co.  was  one 
case.  But  I  might  here  add  that  at  one  period  of  time  they  were  on 
the  lump-sum  basis,  and  later  changed  to  cost  plus.  Theoretically 
what  happened  in  their  yards  on  the  lump-sum  basis  was  no  loss  to 
the  corporation,  had  the  contract  remained  so — would  be  loss  to  the 
contractor,  not  the  loss  of  the  corporation.  But  if  the  contract  was 
changed  to  the  cost-plus  basis,  if  any  of  those  losses  were  included  in 
the  cost,  we  would,  of  course,  suffer. 

The  Chairman.  You  say  in  respect  to  the  Lone  Star  you  brought 
the  matters  to  the  attention  of  the  district  manager  there,  where  you 
did  not  have  positive  proof  perhaps  of  any  thefts  or  irregularities  you 
referred  to  the  district  manager? 

Mr.  McKeon.  Yes,  sir;  the  transactions  would  come  to  me  in  a 
way  that  I  might  call  gossip.  An  inspector  would  come  in  and  say 
to  me  ''So-and-so  was  wrong,"  or  timekeepers;  and  immediately 
upon  getting  such  a  report  I  would  do  the  best  I  could  to  investigate 
it.  There  was  a  similar  condition  hinted  at  in  connection  with  the 
Beaumont  Shipbuilding  &  Dry  Dock. 

The  Chairman.  You  referred  it  to  the  district  manager  in  each 
case  ? 

Mr.  McKeon.  In  all  cases;  yes. 

The  Chairman.  And  you  do  not  know  whether  it  was  investigated 
or  not  and  found  to  be  true  or  untrue  ? 

Mr.  McKeon.  Well,  they  were  investigated;  in  fact,  I  through  the 

feneral  auditor  req^uested — I  do  not  believe  I  did  it  in  writing — ^but 
requested  the  assistance  of  the  plant  protection  section,  and  there 
were  representatives  of  that  department  sent  down  to  assist  us  in 
trying  to  root  up  some  of  these  alleged  irregularities. 

T'he  Chairman.  Did  the  conditions  improve  after  that  had  been 
done;  were  the  complaints  stopped  ? 

Mr.  McKj:on.  There  were  at  various  times  intimations  along  that 
line  cropping  up.  I  would  not  say  exactly  that  the  contractor  was 
trying  to  profit  by  it,  whether  it  was  merely  irregularities  of  his 
worlmien  or  just  what  was  back  of  it.  The  condition  was  one  you 
would  hear  now  and  then  of  something  not  being  quite  right,  which  we 
would  immediately  try  to  remedy  with  the  means  at  our  disposal. 

The  Chairman.  As  a  result  of  the  assistance  of  the  plant  protection 
representatives  who  were  sent  down  there,  do  you  Imow  whether  any 
indictments  were  obtained  of  any  of  these  persons  ? 

Mr.  McKeon.  I  believe  in  one  case;  yes — think  in  two  cases. 
The  Chairman.  Outside  of  the  case  you  have  mentioned  ? 
Mr.  McKeon.  There  was  one  outside  of  the  case  I  have  mentioned 
at  the  Southern  Dry  Dock;  1  did  not  mention  that  name  before. 
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The  Chairman.  That  was  at  Orange,  Tex.  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  What  did  that  involve  ? 

Mr.  McKeon.  That  was  a  pay-roll  defalcation. 

The  Chairman.  By  one  of  the  officials  ? 

Mr.  McKeon.  It  was  one  of  the  subordinates — as  I  remember  it. 

The  Chairman.  And  that,  you  think,  resulted  in  indictment  ? 

Mr.  McKeon.  I  believe  so.  That  I  think  was  consummated  after 
I  left  the  district. 

The  Chairman.  Was  it  any  part  of  your  duty  to  ascertain  whether 
proper  progress  was  being  maae  under  the  contract  before  payments 
were  certified  ? 

Mr.  McKeon.  I  attempted  to  make  it  such. 

The  Chairman.  How? 

Mr.  McKeon.  The  resident  inspectors  had  forms  of  reports  that 
they  had  filled  out  weekly  and  sent  into  the  district  office  to  the 
construction  manager  to  keep  him  advised  as  to  progress,  and  those 
forms  of  reports  were  gotten  up  on  a  point  basis,  assigning  a  certain 
Valuation  to  the  various  stages  of  construction.  We  took  the  con- 
tracts and  assigned  to  the  various  payment  checks  mentioned  in  the 
contracts  the  possible  earnings  of  points.  It  was  on  an  arbitrary 
basis,  and  no  way  of  getting  it  exact;  and  then  we  would  match  up 
the  points  reported  by  the  inspector  on  his  progress  report  whioh  he 
requirements  called  for  by  the  contract  to  any  stage  of  payment. 

In  addition  to  that — that  was  a  secondary  check  on  the  inspector 
himself,  because  I  required  his  signature  to  the  voucher — that  the 
progress  payment  had  been  duly  earned  at  the  plant,  and  then  the 
voucher  would  come  in  and  I  would  make  that  check  on  it  to  see  that 
it  agreed  with  the  weekly  progress  reports  as  he  had  compiled  them. 

The  Chairman.  There  were  some  yards  there  that  did  not  make 
proper  progress  under  their  contracts  ? 

Mr.  McKeon.  You  mean  from  the  point  of  view  of  construction  ? 

The  Chairman.  Yes. 

Mr.  McKeon.  All  of  the  yards,  Mr.  Chairman,  were  much  behind 
their  schedule.  Of  course,  t  am  not  a  construction  man  and  hardly 
in  a  position  to  criticize  to  show  just  why,  but  I  can  generally  state 
that  the  yards  were  very  much  behind  all  of  the  anticipated  schedule. 

The  Chairman.  Whether  or  not  that  may  have  been  due  to  delay 
in  furnishing  material  to  them  ? 

Mr.  McKeon.  J  do  not  think  there  is  very  much  to  that  point, 
because  in  the  most  cases  we  furnished  them  lumber  far  more  rapidly 
than  they  were  able  to  handle  it. 

The  Chairman.  With  reference  to  plant  construction,  was  the  delay 
in  that  also  ? 

Mr.  McKeon.  Unquestionably,  in  our  district  all  but  the  National 
Shinbuilduig  Co.  were  new  yards,  and  there  was  delay  in  getting 
started  to  buvld  their  plants;  their  plants  had  to  be  entirely  con- 
structed from  the  ground  up,  and  even  in  most  instances  cut  down 
the  trees  to  clear  the  site. 

The  Chairman.  And  was  there  delay  in  getting  materials  ? 

Mr.  McE^EON.  I  would  not  say  there  was  any  delay  of  conse- 
quence. The  contractors  in  presentinjg  claims  to  us  have  showed 
advance  charges  against  us  for  delay  in  construction,  but  my  own 
personal  opinion  of  it  is  that  we  were  not  seriously  at  fault  there. 
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The  Chairman.  Do  you  know  of  any  instances  where  lumber  was 
furnished  fit  for  the  decks  l>)ef ore  it  was  furnished  for  the  keels  ? 
Mr.  McKeon.  That  is  true  in  some  cases. 

The  Chairman.  That  was  not  any  fault  of  the  contractor,  was  it  ? 

Mr.  McKeon.  No,  sir.  But  I  do  not  think  that  condition  was  bad 
enough  to  really  delay  the  ship  construction  program.  There  was  a 
whole  lot  of  lumber  shipped  m  that  could  not  oe  used  until  more 
advanced  stage  of  construction  could  be  reached,  but  I  think  on 
the  whole  lumber  was  furnished  sufficiently  fast  to  kee^  them  going 
fairly  well  under  the  conditions. 

The  Chairman.  Did  you  notice  any  instances  there  where  the 
same  company  would  be  operating  in  the  same  yard  on  a  cost  plus 
for  ship  construction  and  a  lump  sum  on  plant  construction  ? 

Mr.  McKj:on.  Well,  I  think  your  point  is  that  in  certain  instances 
the  contractor  had  to  finance  his  own  plant. 

The  Chairman.  Yes. 

Mr.  McKeon.  And  we  would  be  paying  the  ship  construction  cost, 
that  is  true,  on  all  these  lump  sum  contracts  wnen  changed  to  the 
cost  plus  basis. 

The  Chairman.  That  was  changed  and  no  cost  of  delay  or  exces- 
sive payment  

Mr.  McKeon  (interposing).  Would  be  allowed  on  the  cost  plus. 

The  Chairman.  That  would  be  taken  care  of  and  changed  to  the 
cost  plus. 

Mr.  McKeon,  Yes,  sir. 

The  Chairman.  And  the  Shipping  Board  suffered  no  loss  on  that 
account  ? 

Mr.  McKeon.  Through  the  delay  ?  Had  there  been  any  exces- 
sive overhead  be  cause  of  the  delay  we  would  havie  paid  it  on  the 
cost  plus  basis,  and  we  would  have  absorbed  that  loss. 

The  Chairman.  Do  you  know  of  any  cases  where  labor  or  material 
or  tools  or  power  or  anything  of  that  sort  was  misappropriated  by 
any  of  the  contractors  in  these  cost  plus  yards  ? 

Mr.  McKeon.  Well,  I  had  reports  reach  me  in  the  way  I  have 
indicated  heretofore  that  such  was  the  case  at  one  plant  I  have  in 
mind. 

The  Chairman.  You  have  spoken  of  those  tilings  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  they  were  inserted  in  your  previous  testimony 
as  being  matters  vou  ref  ered  to  the  district  manager  ? 
Mr.  McKeon.  Ifes,  sir. 

The  Chairman.  I  assume  that  steps  were  taken  to  investigate 
whether  thev  were  true,  and  if  they  were,  true  conditions  were  rem- 
edied « 

Mr.  McKeon.  We  did  more  than  report  them;  we  would  try  and 
follow  them  up  and  see  if  we  could  get  an  adjustment,  if  we  could 
possibly  do  so. 

The  Chairman.  Did  you  find  any  such  conditions? 

Mr.  McKeon.  Most  all  of  my  cases  are  a  matter  of  record.  I 
would  communicate  with  the  district  manager  in  the  form  of  a  letter, 
explaining  the  remarks  that  had  reached  me  and  my  reasons  for 
asking  his  investigation;  and  I  know  steps  would  be  taken  at  times 
to  remedy  the  conditions  complained  of.  But  so  far  as  fixing  a 
value  and  recovery  on  anything  that  had  passed,  I  can  not  recall  any 
instance  of  that. 
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The  Chairman.  Do  you  recall  the  contract  with  the  Universal 
Shipbuilding  Co  J 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Was  there  anything  irregular  or  improper  or 
questionable  presented  there  in  the  prosecution  of  that  work  ? 
Mr.  McKeon.  Under  either  lump  sum  basis  or  cost  plus  ? 
The  Chairman.  There  was  at  any  time  ? 
Mr.  McKeon.  There  was  a  lot  of  trouble  with  that  contract. 
The  Chairman.  What  was  it? 

Mr.  McKeon.  Due  to  their  financial  weakness,  they  were  having 
to  come  to  the  Fleet  Corporation  for  assistance  to  get  permission  to 
borrow  certain  of  the  ship  construction  funds  for  plant  construction 

Eurposes,  and  then  later  on  there  was  considerable  controversy 
etween  the  district  manager  and  the  contractor  as  to  the  quaUty  of 
certain  construction  work  that  had  been  done,  and  I  believe  that 
was  settled  by  compromise  agreement  whereby  the  contractor  had 
at  his  own  expense  to  make  that  defective  work ^ood. 

The  Chairman.  Of  course,  the  largest  shipbuilding  establishments 
in  the  country  were  financially  assisted  by  the  Shipping  Board 
during  this  tremendous  program  that  was  undertaken,  and  there 
was  nothing  improper  about  making  advances  financially  and 
finan6ially  assisting  thes«e  vards  do^n  there,  was  there? 
Mr.  McKjiON.  Absolutely  not. 

The  Chairman.  And  was  there  any  improper  construction  dis- 
covered and  steps  taken  to  remedy  it  in  the  case  of  the  Universal 

Co.?  •  '  -    >  ^       :    ■  , 

Mr.  McKeon.  In  the  case  of  the  Universal  Co.  they  had  to  make 
good  at  their  own  expense  the  defective  construction. 

The  Chairman.  How  many  ships  did  they  have  to  build,  do  you 
know?  ^ 

Mr.  McKeon.  Twelve. 

The  Chairman.  And  how  many  ways  did  they  have  ? 
Mr.  McKeon.  Eight. 

The  Chairman.  Did  they  build  the  12,  do  you  know? 

Mr.  McKjEON.  I  do  not  believe  they  did.  After  I  left  the  district  I 
am  certain  there  were  some  canceled. 

The  Chairman.  How  many  were  they  building  while  you  were 
there? 

Mr.  McKjEON.  They  had  eight  going. 

The  Chairman.  Was  there  anything  with  reference  to  the  con- 
tract with  the  Midland  Bridge  &  Shipbuilding  Corporation  which 
showed  any  irregularity  and  improper  work,  or  overpayment  or 
unlawful  procedure  on  the  part  of  the  contractor? 

Mr.  McKeon.  I  beheve  there  was  some  defective  work  there  that 
had  to  be  corrected  and,  as  I  have  said,  the  resident  inspector  at  that 
point  reported  to  me  at  times  that  the  labor  in  the  yard  was  not  as 
efficient  as  it  m^ht  have  been;  put,  of  course,  that  was  the  condition 
that  prevailed  afl  over  the  country. 

The  Chairman.  Was  this  defective  work  cured  ? 

Mr.  McKjEON.  I  understand  it  was  remedied,  but  they  were  on  the 
cost  plus  basis,  and,  as  far  as  I  know,  the  Fleet  Corporation  paid  the 
entire  cost.    '  ( 

The  Chairman.  Do  you  know  what  caused  this  nnproper  work — 
was  it  because  of  improper  specifications  or  poor  material  furnished 
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to  the  Fleet  Corporation,  or  was  it  wholly  due  to  improper  workman- 
ship or  workmen  in  the  yards  ? 
Mr.  McKeon.  I  am  not  altogether  in  a  position,  Mr.  Walsh,  to 

Eass  upon  the  technical  construction  matters;  it  would  only  be 
earsay  or  second-hand  if  I  did. 
The  Chairman.  You  did  not  investigate  it  at  all  ? 
Mr.  McKj:on.  No,  sir. 

The  Chairman.  What  have  you  to  say  with  reference  to  the 
National  Shipbuilding  Co.  at  Orange  as  to  the  improper  work  ? 

Mr.  McKjEON.  They  were  on  the  lump-sum  oasis  all  the  way 
through,  and,  so  far  as  I  know,  there  was  no  trouble  with  them  during 
the  construction  period.  I  have  heard  reports  that  there  was  some 
trouble  with  some  of  the  boats  afterwards  on  account  of  hogging,  but 
I  have  no  information  about  any  trouble  during  the  active  construc- 
tion work. 

The  Chairman.  That,  of  course,  woxild  be  aftei:  the  boats  were 
coinpleted  and  deUvered  that  that  developed  ? 
Mr.  I^cKeqn.  Yes,  sir. 

The  Chairman.  How  about  the  Midland,  the  McBride  &  Law; 
were  they  lump  sum  ? 

Mr.  McKeon.  They  were  luinp  sum  to  start  with  and  changed  to 
cost  plus. 

The  Chairman.  Did  they  have  any  difficulties  or  trouble  with  them 
and  their  work? 

Mr.  McKeon.  There  was  some  trouble  with  the  American  Bureau 
of  Shipping.  One  of  the  boats  had  to  haye  a  supporting  arch  built 
in  her.  That  was  at  the  orders  of  the  American  Bureau  of  Shipping. 
The  Chairman.  Was  that  after  completion  and  dehvery  or  beiore  ? 
Mr.  McKeon.  No,  sir;  while  it  was  on  the  ways. 
The  Chairman.  Do  you  know  whether  that  was  because  of  de- 


because  of  laxilty  specifications  ? 

Mr.  McKjeon.  There,  again,  that  is  a  technical  matter,  but  I  will 
give  you  what  I  have  heard. 

The  Chairman.  Who  told  you  about  it? 

Mr.  McKeon.  Members  of  the  construction  department. 

The  Chairman.  Down  there? 

Mr,  McKeon.  Yes,  sir;  I  understand  the  progress  of  construction 
on  that  boat  had  gotten  to  a  point  where  they  could  not  put  in  the 
extra  flooring,  that  was  later  demanded  by  the  American  Bureau  of 
Shipping,  to  strengthen,  the  back  of  the  boat,  and  to  overcome  that 
defect  they  had  to  use  this  arch;  and  also  there  was  criticism,  I 
believe,  by  the  American  Bureau  as  to  certain  scarfing  that  had  not 
been  spaced  in  according  with  their  ideas;  the  butts  would  come  in  a 
straignt  line,  which  would  mean  a  weak  place  in  the  boat  and  would 
act  like  a  hinge  when  any  stress  was  put  on  it,  and  I  believe  those  two 
reasons  entered  into  that  extra  work  which  had  to  be  done. 

The  Chairman.  Did  the  American  Bureau  have  an  inspector  there 
during  the  progress  of  this  work  ? 

Mr.  mcKeon.  The  American  Bureau  had  inspectors  who  periodically 
visited  all  the  yards;  yes,  sir. 

The  Chairman.  From  the  inception? 

Mr.  McKjEON.  Yes,  sir.  The  work  had  to  pass  the  approval  of 
the  American  Bureau  of  Shipping. 
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The  Chairman.  If  the  American  Biireau^s  inspectors  had  been 
diligent  they  could  have  discovered  this  defect  before  it  was  too  late 
to  put  this  additional  flooring  in,  could  it  not  ? 

Mr.  McKeon.  That  I  am  not  prepared  to  say.  There  were 
himdreds  of  changes  of  designs. 

The  Chairman.  These  wooden  ships  built  down  there  were  of  the 
Ferris  type,  were  they  not  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  the  Ferris  type  of  ship  at  the  start  was  a 
much  different  design  than  it  was  when  they  got  through  changing 
the  specifications  and  altering  the  plans,  was  it  not  ? 

Mr.  McKeon.  Absolutely.  There  was  another  type  of  construc- 
tion in  that  district,  the  Daugherty  type  built  by  the  National 
Slupbuilding  and  National  Oil. 

The  .Chairman.  Well,  of  course,  there  were  quite  a  few  changes 
in  the  various  designs,  were  there  not  ? 

Mr.  McKeon.  I  do  not  think,  Mr.  Chairman,  there  were  any 
changes  in  that  boat,  because  it  was  inspected  by  Lloyds,  and  it 
was  built  according  to  plans  and  specincations  prepared  by  the 
builder  himself ;  that  is  mv  understanoing. 

The  Chairman.  Well,  that  was  McBride  &  Law. 

Mr.  McKeon.  That  had  the  arch;  yes,  sir. 

The  Chairman.  Did  the  Fleet  Corporation  have  to  pay  for  that, 
extra  ? 

Mr.  McKeon.  It  was  provided  in  the  new  cost  plus  contract  ne- 
gotiated with  McBride  &  Law  that  they  were  to  assume  a  portion 
of  that  cost.    I  do  not  know  what  the  plan  of  settlement  was. 

The  Chairman.  How  many  ships  did  they  have  to  build  ? 

Mr.  McKeon.  They  started  out  with  four.  I 

The  Chairman.  How  many  ways  ?  .  ^ 

Mr.  McKeon.  Two.  ^ 

The  Chairman.  How  about  the  Beaumont  Shipbuilding  &  Dry 
Dock  Co. — ^were  there  delays  and  improper  workmanship,  over- 
pavment  or  advancements  which  were  not  justified  for  the  work  ? 

Mr.  McKeon.  There  were  delays  in  delivering  the  ships  there,  the 
same  as  at  other  places;  there  were  reports  of  defective  workman- 
ship there  the  same  as  in  other  places. 

The  Chairman.  Did  it  result  m  incjeased  expense  to  the  Shipping 
Board,  do  you  know  ? 

Mr.  McKeon.  Well,  my  opinion  would  be — yes. 

The  Chairman.  There  were  changes  in  the  specifications,  though  ? 

Mr.  McKeon.  Yes;  the  same  conditions  there  as  at  other  yards. 

The  Chairman.  Did  the  American  Bureau  have  inspectors  at  that 
yard  ? 

Mr.  McKeon.  They  did  at  all  of  the  yards;  they  were  not  resident 
inspectors;  they  were  traveling  inspectors. 

The  Chairman.  What  do  you  say  about  the  Lone  Star  contract; 
how  many  ships  did  they  have  to  build  ? 

Mr.  McKeon.  Eight. 

The  Chairman.  How  many  ways  ? 

Mr.  McKeon.  Four. 

The  Chairman.  With  reference  to  their  work  and  the  ships  they 
built,  was  there  any  irregularity  or  defective  work  or  improper 
payments  ? 
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Mr.  McKeon.  I  will  say,  generalljr,  that  in  most  of  the  yards  there 
was  trouble  with  the  ship  construction,  because  it  was  a  new  thing 
to  most  of  the  builders,  and  they  did  the  best  they  coxild  under  the 
circumstances.  In  that  particular  yard  I  am  informed — I  am  not 
in  position  to  say  from  any  personal  knowledge  as  to  construction — 
that  the  first  boat  had  some  defects,  but  that  the  other  boats  turned 
out  were  considered  good  boats. 

The  Chaebman.  The  other  boats  that  were  turned  out  might  have 
had  the  improved  designs  and  specifications  which  had  been  ordered, 
but  the  first  boat  did  not  have  ? 

Mr.  McKeon.  That  may  be  true. 

The  Chairman.  Was  there  any  claim  filed  or  passed  through  your 
hands  in  the  Lone  Star  Shipbuilding  Co.  case  for  the  payment  or 
purchase  ol  Liberty  bonds  ? 

Mr.  McKeon.  They  did  not  pass  through  my  hands,  for  the  reason 
that  the  contract  was  on  the  lump-sum  basis,  when  these  Liberty 
bond  drives  were  under  way,  and  his  arrangements  with  his  workmen 
were  made  by  himself.    We  had  no  supervision  over  them.  , 

The  Chairman.  Didnottheclaimsfor  reimbursement  come  through 
your  office  ? 

Mr.  McKeon.  Claims  for  reimbursement  on  Liberty  bonds  ? 
The  Chairman.  Yes. 

Mr.  McKeon.  I  think  there  is  another  item  you  are  speaking  of, 
Mr.  Chairman.    Do  you  mean  the  loss  on  the  sale  of  Liberty  bonds  ? 
The  Chairman.  Yes. 

Mr.^^McKBON.  There  was  a  claim  presented  to  the  Shipping  Board 
to  absorb  the  loss  on  the  sale  of  Liberty  bonds ;  yes,  sir. 

The  Chairman.  Did  that  go  through  vour  office  ? 

Mr.  McKeon.  It  was  presented  as  a  form  of  claim.  I  refused  to 
acknowledge  it. 

The  Chairman.  What  was  the  claim  made  on?  What  was  that 
question  that  was  raised  in  connection  with  those  bonds  ? 

Mr.  McKeon.  The  Lone  Star  Shipbuilding  Co.  started  out  on  the 
lump-sum  basis,  under  the  terms  of  which  we  paid  10  per  cent  of  the 
contract  price,  which  was  deposited  in  what  was  called  the  ^'Con- 
trolled account, to  insure  that  the  proceeds  of  that  deposit  were 
used  for  ship  construction.  We  paid  vouchers  out  of  that  upon  pre- 
sentation by  the  contractor,  approved  by  the  signature  of  our  inspec- 
tor—we did  not  make  what  would  be  called  an  audit  of  that — the 
funds  were  considered  to  be  his,  technically,  but  held  in  control 
by  us  to  see  that  they  reached  the  ultimate  purpose  of  going  into 
shin  construction. 

The  Chairman.  Just  a  minute;  let  us  see  if  we  get  that. 

Mr.  McKeon.  I  am  going  to  bring  that  right  up,  Mr.  Chairman. 

The  Chairman.  Let  us  see  if  this  is  the  same  plan  we  had  with 
reference  to  other  yards:  The  amount  necessary  to  pay  for  the 
construction  of  the  ship  was  put  into  what  was  Known  as  the  con- 
trolled account. 

Mr.  McKeon.  No,  sir;  only  a  percentage  of  the  total  contract — 
10  per  cent. 

The  Chairman.  How  many  ships  did  they  have  to  build  ? 

Mr.  McKjson.  Eight. 

The  Chairman.  How  many  ways? 

Mr.  McKeon.  Four. 

The  Chairman.  What  percentage  ? 
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Mr.  McKeon.  Ten  per  cent  of  $2,400,000. 

The  Chairman.  Was  put  into  the  controlled  account? 

Mr.  McKeox.  Yes,  sir. 

The  Chairman.  At  the  beginning  of  the  work? 

Mr.  MoKeon.  At  the  beginning;  that  was  supposed  to  provide 
them  with  funds  enough  to  maCe  their  immediate  purchases  of 
material.  They  naturally  had  to  place  large  orders  in  the  beginning, 
for  the  rec^uirements  of  iron  and  lumber,  etc.,  and  when  that  money 
was  deposited  on  presentation  of  a  sworn  aflSdavit  that  they  had 
laced  orders  equivalent  to  that  amount,  the  funds  were  presumed  to 
e  withdrawn  to  meet  those  obligations  and  pay  rolls. 

I  believe  it  was  during  the  Second  Liberty  loan  drive,  either  the 
First  or  Second,  that  there  were  quite  a  large  sum  in  this  controlled 
account  at  that  time,  because  ship  construction  had  not  progressed 
verv  fast — the  plant  being  about  under  construction  for  a  while — 
and  the  Lone  Star  applied  for  permission  to  withdraw  $100,000  for 
the.  purpose  of  subscrioiiig  to  some  Liberty  bonds.  Permission  was 
secured  from  the  home-office  officials  to  make  that  withdrawal. 

The  Chairman.  Did  that  permission  go  through  your  office? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Who  gave  the  permission  ? 

Mr.  McKeon.  My  instructions  were  transmitted  by  Mr.^  Bender, 
the  general  auditor;  I  countersigned  a  check  to  purchase  these 
Liberty  bonds,  and  they  were  held  by  the  Bankers  Trust  Co.  as 
trustee,  to  prevent  any  diversion  of  the  funds  by  sale  of  the  bonds. 
At  a  later  date  the  contractor  needed  the  money,  because  ship  con- 
struction had  speeded  up,  and  he  had  used  up  practically  all  that 
was  in  the  controlled  account  and  was  not  earning  progress  pay- 
ments fast  enough  to  do  without  this  money  that  had  been  turned 
into  the  bonds,  and  permission  was  granted  to  sell  them. 

The  Chairman.  Who  gave  them  permission  to  sell  them? 

Mr.  McKeon.  The  home  office. 

The  Chairman.  Did  it  go  through  your  office? 

Mr.  McKeon.  No,  sir;  I  believe  that  was  handled  direct  with  the 
Lone  Star  people;  the  proceeds  of  the  sale  were  credited  to  the  con- 
trolled account  and  spent  in  the  usual  way.  There  was  a  loss  on 
that  transaction  of  over  $4,000 — I  forget  the  exact  figure. 

The  Chairman.  Why? 

Mr.  McKeon.  They  were  sold  at  a  discount;  they  were  purchased 
at  par  and  sold  at  less  than  they  actually  cost. 

The  Chairman.  How  long  after  they  were  purchased  were  they 
actuallv  sold  ? 

Mr.  McKeon.  I  would  think  about  five  months. 

The  Chairman.  The  entire  lot  of  bonds  were  sold — $100,00(» 
worth  were  sold  ? 

Mr.  McKeon.  I  do  not  believe  they  were  allotted  $100,000;  m3^ 
recollection  is  that  they  got  $90,000. 

The  Chairman.  And  $86,000  was  all  that  was  received  for  them? 

Mr.  McB^EON.  Yes,  sir — that  is,  if  my  assumption  is  correct.  The 
figures  I  am  not  fresh  on. 

The  Chairman.  Was  there  a  claim  made  for  that  $4,000  ? 

Mr.  McKeon.  The  contractor,  after  they  were  changed  to  cost 

{)lus  basis,  requested  the  Fleet  Corporation  to  reimburse  him  far  that 
OSS. 
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The  Chairman.  To  reimburse  him  for  the  loss? 
Mr.  McKeon.  Yes,  sir.    They  filed  a  formal  claim  for  that  re- 
covery. 

The  Chairman.  The  $90,000  was  taken  out  of  the  controlled 
liccount  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  the  bonds  were  purchased,  and  when  they 
were  sold  there  was  only  $86,000  put  back  there  in  the  controlled 
account  for  use  of  the  contractor? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  when  they  were  changed  to  cost  plus,  he 
asked  that  he  be  allowed  that  $4,000  ? 
Mr.  McKeon.  Yes,  sir. 

ITie  Chairman.  Do  you  know  whether  or  not  that  claim  has  been 
withdrawn? 

Mr.  McKeon.  I  have  been  informed  that  they  are  not  going  to 
press  it. 

The  Chairman.  You  do  not  know  whether  or  not  that  is  correct  ? 
Mr.  McKeon.  I  wiU  not  say  definitely. 
The  Chairman.  Mr.  Tweedale  would  know? 
Mr.  McKeon.  Mr.  Adamson  would  know. 

The  Chairman.  How  about  the  Southern  Dry  Dock  &  Shipbuild- 
ing Company  at  Orange  ?  Were  there  any  matters  of  improper  pay- 
ment or  overadvances  or  defective  work,  undue  delays  or  ^mla^vful 
proceedings  in  connection  with  that  contract  that  you  know  of  ? 

Mr.  McKeon.  There  was  considerable  delay  in  the  delivery  of 
boats  long  past  the  estimated  dates. 

The  Chairman.  How  many  ships  did  they  have  to  build  ? 

Mr.  McKeon.  Four. 

The  Chairman.  How  many  ways? 

Mr.  McKeon.  Two. 

The  Chairman.  What  were  the  delays  due  to  ? 

Mr.  McKeon.  Well,  they  had  to  construct  their  own  plant,  and 
did  not  proceed  as  rapidly  as  they  anticipated;  they  had  the  usual 
conditions  to  contend  with,  inexperienced  workmen — and  they  also 
had  the  general  condition  down  there  to  contend  with  of  inexperience 
on  the  part  of  the  company  in  shipbuilding.  They  took  a  contract  to 
build  ships,  and  the  principals  of  the  company  did  not  prefess  to  be 
shipbuilcfers  and  they  hired  superintendents  who  had  the  technical 
training. 

The  Chairman.  How  about  the  Beaumont  Shipbuilding  &  Dry 
Dock  Company — ^how  many  ships  were  they  to  build  ? 
Mr.  McKeon.  They  were  originally  to  build  four. 
The  Chairman.  How  many  ways? 
Mr.  McKeon.  Four  ways. 

The  Chairman.  Was  tliere  any  undue  delay  in  connection  with  that 
work  any  different  from  the  other  yards  down  there  ? 
Mr.  M!cKeon.  The  same  condition  prevailed. 
The  Chairman.  Was  there  any  defective  work  turned  out  ? 
Mr.  McKeon.  There  was  defective  work. 
The  Chairman.  Was  it  remedied  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Did  the  Fleet  Corporation  suffer  Any  loss  ? 
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Mr.  McKeon.  The  expense  of  remedying  the  work  was  borne  by 
the  Fleet  Corporation  under  the  cost-plus  plan. 

The  Chairman.  Do  you  know  how  much  the  expense  was  ? 
Mr.  McKeon.  I  could  not  estimate  that. 

The  Chairman.  Were  there  any  subsequent  contracts  given  to  that 
concern  ? 

Mr.  McKeon.  They  were  changed  to  cost-plus  basis,  and  they  also 
received  the  marine  railway  contract  and  the  dry  dock  contract,  sub- 
sequent to  the  ship  contract. 

The  Chairman.  How  long  afterwards? 

Mr.  McKeon.  Why,  I  would  estimate  about  eight  months  after  the 
date  of  the  lump-sum  contract. 
The  Chairman.  Did  they  complete  the  four  ships  ? 
Mr.  McKeon.  Yes,  sir. 
The  Chairman.  They  cleared  the  ways  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  it  is  still  a  going  concern  ? 

Mr.  McKeon.  I  do  not  believe  they  are  building  snips.  The  Fleet 
Corporation  is  now  renting  the  plant— at  least  paying  a  rental  for  the 
plant  for  the  purpose  of  storing  materials  there. 

The  Chairman.  That  is  a  concentration  plant? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  While  you  were  down  there  did  you  come  across 
any  irregularities  involving  forged  pay  roUs  ? 

Mr.  McKeon.  The  Department  of  Investigation  representative, 
whom  I  referred  to  before  in  my  testimony,  told  me  that  he  had 
developed  cases  of  forged  indorsements  on  checks  in  the  case  of  the 
Lone  otar  Shipbuilding  Co. 

The  Chairman.  Were  there  any  irregularities  in  connection  with 
contributions  to  the  Red  Cross  or  other  drives  ? 

Mr.  McKeon.  I  have  heard  that  alleged,  but  I  have  no  definite 
proof  of  it  myself. 

The  Chairman.  You  do  not  know  about  that? 

Mr.  McKeon.  No,  sir. 

The  Chairman.  You  never  investigated  it? 

Mr.  McKeon.  No,  sir.  • 

The  Chairman.  And  you  never  heard  any  complaints  as  to  the 
result  of  which  you  set  any  investigation  on  foot  ? 

Mr.  McKeon.  I  have  had  no  official  complaint  at  all. 

The  Chairman.  What  is  your  work  here  in  the  home  office  ? 

Mr.  McKeon.  I  am  in  charge  of  the  Construction  Division,  audit- 
ino:  and  accounting. 

The  Chairman.  Whose  work  do  you  audit  ? 

Mr.  McKeon.  I  have  the  general  supervision  of  the  District 
Comptroller's  accounts,  and  I  have  supervision  of  the  traveling 
auditing  staff,  which  visits  and  checks  up  work  of  the  district  officers 
and  does  any  other  auditing  work  that  the  home  office  requires. 

The  Chairman.  Do  you  make  audits  which  are  later  made  the 
basis  of  settlement  ? 

Mr.  McKeon.  The  audits  which  are  made  the  basis  of  settlements 
are  made  by  the  district  comptrollers,  who  report  to  me;  that  is, 
made  through  their  organizations. 
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The  Chairman.  When  they  go  through  a  yard — the  district  comp- 
troller or  the  district  auditor,  whoever  it  is — and  audits  the  books, 
how  do  they  report  to  you?  Do  they  come  in  and  say  "the  books 
of  John  Jones  Ship-building  Corporation  have  been  audited  and  we 
found  the  books  all  right?'' 

Mr.  McKeon.  They  render  a  written  report  showing  in  all  the 
detail  that  it  is  possible  to  derive  from  the  condition  of  the  records, 
what  the  various  elements  of  cost  are  and  segregate  them. 

The  Chairman.  They  do  not  make  a  copy  of  the  reports  ? 

Mr.  McKeon.  No;  they  give  me  a  summarized  report  of  that  and 
it  comes  to  Mr.  Adamson  as  the  basis  of  his  work. 

The  Chairman.  You  submit  that  to  Mr.  Adamson  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Did  you  have  come  to  you  any  audit  of  the  Beth- 
lehem Companies  ? 

Mr.  McKeon.  We  are  now  engaged  in  an  audit  of  the  Bethlehem 
companies.  There  has  been  in  the  past  an  ordinary  routine  audit 
hanoled  by  our  district  officers  through  their  resident  auditors,  but 
there  is  a  special  audit  under  way  at  the  present  time  of  all  the 
Bethlehem  Corporation  transactions  in  the  East. 

The  Chairman.  That  is  under  way  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Is  that  being  made  bv  the  Fleet  Corporation  ? 

Mr.  McKeon.  No,  sir — the  responsibility  is  divided;  the  Fleet 
Corporation  auditors  are  checking  up  the  overhead  and  Perle}^, 
Morse  &  Company;  public  accountants  are  checking  the  labor  and 
material  costs. 

The  Chairman.  Whom  are  Perley-Morse  being  paid  by  ? 

Mr.  McKeon.  By  the  Fleet  Corporation. 

The  Chairman.  What  is  the  occasion  for  their  hiring  Perley, 
Morse  to  do  that  work  ? 

Mr.  McKeon.  That  is  something,  Mr.  Chairman,  that  I  could  not 
explain;  that  was  an  arrangement  entered  into  by  the  former  Comp- 
troller, with  the  approval  of  a  former  chairman. 

The  Chairman.  What  former  chairman? 

Mr.  McKeon.  Judge  Payne. 

The  Chairman.  And  was  that  contract  entered  into  between 
Perley-  Morse  and  the  Board  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Do  you  know  why  it  was  separated,  the  overhead 
being  done  by  the  Shipping  Board  and  the  time  and  material  by 
Perley-Morse  ? 

Mr.  McKioN.  Because  of  a  controversy  that  arose  between  Perley- 
Morse  &  Co.  and  the  Bethlehem  Shipbuilding  Corporation. 
The  Chairman.  Were  they  employed  to  do  it  all,  originally  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  did  they  start  to  do  it  all  ? 

Mr.  McElbon.  They  started  to  make  a  complete  audit,  and  then  this 
controversy  arose,  the  result  of  which,  as  a  compromise,  Perley-Morse 
&  Co.  were  excluded  from  the  overhead  audits. 

The  Chairman.  Do  you  know  anything  about  how  much  the  Perley- 
Morse  audit  has  cost  the  Fleet  Corporation  ? 

Mr.  McE^EON.  To  date  we  have  paid  over  $500,000 — that  is,  in 
actual  payments;  and  their  December  bill  is  due,  which  I  presume 
will  be  another  $50,000  or  $60,000. 
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The  Chairman.  How  near  finished  are  they  ? 

Mr.  McKeon.  That  I  could  not  tell  you,  because  the  reports  we 
have  received  from  them  to  date  are  not  sufficiently  clear — at  least 
are  not  in  enough  detail  to  draw  such  a  conclusion. 

The  Chairman.  Is  this  audit  being  made  as  a  basis  for  settlement 
with  the  Bethlehem  Co.  ? 

Mr.  McKeon.  It  T^ill  be  used,  when  completed,  as  the  basis  for 
settlement. 

The  Chairman.  In  your  judgment  will  it  be  worth  the  money  that 
is  paid  for  it  ? 

Mr.  McKeon.  If  they  produce  the  results,  it  would. 

The  Chairman.  If  it  is  worth  the  money  that  is  being  paid  for  it,  of 
course,  it  will  be  worth  the  money  we  paid  for  it.  But,  in  your  judg- 
ment, will  it  be  worth  the  money,  from  what  you  have  seen  from  the 
audit  thus  far  ? 

Mr.  McKeon.  As  far  as  reported  to  us  to  date,  and  I  am  only  speak- 
ing from  what  has  been  reported,  we  have  not  got  anything  to  show 
for  that  expenditure  of  money.  Of  course,  the  auditor  has  certain 
work  in  progress  which  may  produce  results  when  he  has  finally  con- 
cluded his  work. 

The  Chairman.  What  was  the  general  procedure  of  your  office 
when  Mr.  Bender  was  comptroller  ? 

Mr.  McKeon.  Are  you  referring  to  the  home  ofllce,  Mr.  Chairman, 
or  the  field,  now  ? 

The  Chairman.  Well,  your  o&ce  now. 

Mr.  McKeon.  I  was  in  the  field  at  that  time. 

The  Chairman.  Well,  then,  what  was  the  procedure,  if  you  were 
employed  in  the  field;  what  course  did  you  pursue — the  same  as  you 
have  since — any  diflferient  when  the  new  comptroller  came  in  ? 

Mr.  McKeon.  There  have  been  some  changes  in  the  arrangement ; 
there  was  some  reorganization  of  the  district  offices,  changes  in  title. 
That  was  just  prior  to  the  time  Mr.  Bender  resigned,  and  practically 
the  organization  set  up  at  that  time  exists  to-day. 

The  Chairman.  It  is  just  the  same  now? 

Mr.  McKeon.  Practically  the  same. 

The  Chairman.  No  changes  ? 

Mr.  McKeon.  There  are  some  slight  changes. 

The  Chairman.   But  not  of  any  consequence? 

Mr.  McKeon.  But  not  of  any  consequence. 

The  Chairman.  Do  you  know  Mr.  C.  O.  Yoakum? 

Mr.  McKeon.  I  met  him  through  his  connection  with  the  Beau 
mont  Shipbuilding  &  Dry  Dock  Co.  when  I  was  in  the  Gulf  district. 

The  Chairman.  What  was  his  connection  with  it? 

Mr.  McKeon.  General  manager. 

The  Chairman.  Did  he  later  go  to  work  for  the  Shipping  Board  or 
Fleet  Corporation  ? 
Mr.  McKeon.  He  did. 
The  Chairman.  In  what  capacity? 

Mr.  McKeon.  As  an  assistant  to  the  manager  of  the  wood  con- 
struction division. 

The  Chairman.  Do  you  know  whether  he  is  still  with  the  Fleet 
Corporation  ? 

Mr.  McKeon.  I  do  not  believe  he  is  to-day. 

The  Chairman.  What  is  he  doing  to-day,  if  you  know?  Is  he  with 
this  Beaumont  concern  again? 
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Mr.  McKeoi^.  That  I  could  not  say;  he  wa;s  out  on  the  coast  as 
district  supply  and  sales  manager  untij  recently. 

The  Chairman.  Did  it  become  necessary  for  you  to  inquire  who 
the  officers  and  stockholders  of  the  various  corporations  were, 
either  in  making  the  contracts  with  them  or  in  changing  from  lump 
sum  to  cost  plus,  or  in  arranging  for  settlement  or  audit? 

Mr.  McKeon.  Most  of  the  contracts  were  negotiated  without  any 
reference  to  the  district  office.  There  were  some  instances  where  we 
were  called  upon  to  make  an  examination  of  the  contractors'  affairs 
and  report  anjr  data  that  we  could  collect  bearing  upon  their  person- 
nel and  financial  standing  to  the  home  office,  which  they  would  use 
as  a  basis  in  determining  whether  or  not  it  was  advisable  to  give 
them  a  contract,  but  the  majority  of  the  contracts  that  I  handled  in 
the  Gulf  district  were  negotiated  without  that  formality. 

The  Chairman.  Do  you  know  of  any  employees  of  the  Fleet  Cor- 
poration leaving  the  employ  of  the  Fleet  Corporation  or  the  Shipping 
board  and  accepting  employment  with  the  shipbuilding  concerns 
that  may  have  resulted  in  disadvantage  to  the  Fleet  Corporation? 

Mr.  McKeon.  There  have  been  instances  where  employees  of  the 
Fleet  Corporation  have  resigned  to  take  positions  with  shipbuilders. 

The  Chairman.  Yes. 

Mr.  McKeon.  I  had  an  instance  in  my  traveling  auditing  staff. 

The  Chairman.  Did  it  result  in  any  disadvantage  to  the  Fleet 
Corporation  or  Shipping  Board  ? 

Mr,  McKIeon.  Well,  I  would  say  that  he  would  take  with  him  a 
special  knowledge  acquired  while  serving  the  Fleet,  knowing  our 
methods  and  getting  perhaps  some  inside  information.  If  a  man 
conscientiouslv  carried  out  his  duties  with  the  shipbuilder,  and  did 
not  try  to  take  advantage,  I  would  not  say  it  would  result  in  anj- 
detriment;  it  would  depend  on  the  personal  equation. 

The  Chairman.  You  did  not  have  an  organization  up  there  in  the 
Shipping  Board  that  you  could  not  afford  to  lose  a  man,  did  you  ? 

Mr.  McKeon.  I  do  not  think  you  can  say  that  of  any  man. 

The  Chairman.  And  if  you  did  not  have  an  organization  set  up  so 
that  if  a  man  left  and  went  outside,  that  the  Shipping  Board  or  the 
Fleet  Corporation  would  not  be  in  a  position  to  look  out  for  itself, 
did  you  ? 

Mj.  McKeon.  No,  sir;  we  certainly  were  not  in  a  position  where 
we  could  not  look  out  for  ourselves. 

The  Chairman.  Then,  were  there  any  instances  in  which  men  left 
the  employ  of  the  Shipping  Board  or  the  Fleet  Corporation  and  ac- 
cepted employment  with  the  shipbuilding  concern  that  resulted  in  any 
disadvantage^  to  the  Shipping  Board  or  the  Emergency  Fleet  Cor- 
poration ? 

Mr.  McKeon.  I  could  not  cite  an  instance. 

The  Chairman.  Do  you  know  of  any  instances  the  other  way 
around,  where  they  left  the  shipbuilder  and  accepted  a  job  with  the 
Shipping  Board  or  Fleet  Corporation  where  it  resulted  in  any  dis- 
advantage to  the  Government  or  the  Shipping  Board  or  the  Fleet 
Corporation  ? 

Mr.  McKeon.  I  know  of  instances  where  emplovees  have  left  the 
shipbuilding  companies  to  come  with  the  Fleet  Corporation.  The 
only  one  I  would  want  to  express  an  opinion  on  is  a  man  now  with 
me  as  traveling  auditor,  and  I  will  say  he  is  a  very  good,  capable 
man  and  experienced  man,  and  that  he  is  valuable  to  us  now. 
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The  Chairman.  That  resulted  in  an  advantage  to  you? 

Mr.  MoKIeon.  I  would  say  that  is  an  advantage. 

The  Chairman.  Do  you  know  of  any  instances  where  it  resulted  as 
a  disadvantage  or  proven  a  handicap  in  the  operations  of  the  Ship- 
ping Board  or  the  Emergency  Fleet  Corporation  ? 

Mr.  McKeon.  Not  that  I  could  make  a  definite  statement  about 
Mr.  Walsh. 

The  Chairman.  Have  you  investigated  claims  of  contractors  for 
amortization  of  their  plants  ? 

Mr.  McKeon.  The  investigation  of  claims  is  handled  by  Mr.  Adam- 
son.    We  supply  all  the  financial  data  that  we  gather  from  the  books. 

The  Chairman.  Without  recommendation  ? 

Mr.  McKeon.  We  do  give  him  our  opinion,  but  he  is  the  repre- 
sentative of  the  general  comptroller,  who  goes  before  the  cancellation 
board  and  argues  the  case  from  the  comptroller's  viewpoint. 

The  Chairman.  Have  you  given  the  facts  and  figures  with  refer- 
ence to  claims  for  amortization,  which  you  have  experienced,  the 
opinion  that  the  claims  were  exhorbitant  in  any  instances,  or  if  that 
is  too  strong  a  term,  were  excessive  or  were  improper? 

Mr.  McKeon.  There  are  matters  of  record,  Mr.  Chairman,  that  1 
could  not  cite  offhand  where  our  auditors  have  recommended  that 
certain  claims  were  apparently  excessive. 

The  Chairman.  Are  you  familiar  with  the  operations  of  any  wood 
shipyards  in  any  other  section  of  the  country  besides  the  Texas 
district  ? 

Mr.  McKeon.  Not  close  enough  to  make  any  comments,  only  in  a 
general  way  from  hearsay. 

The  Chairman.  Now,  in  a  general  way,  were  the  operations  there 
in  the  Texas  district,  over  which  you  had  jurisdiction,  consisting  of 
plant  construction,  shipbuilding,  installation,  and  construction  of  ^ry- 
docks  and  ways,  marine  railways,  carried  on  as  advantageously 
through  the  Sliipping  Board  and'  the  Fleet  Corporation  as  in  other 
districts  where  similar  work  was  in  progress  under  contract  with  the 
Gov^ernment  ? 

Mr.  McKeon.  In  various  section  of  the  country  the  conditions  were 
a  good  deal  different,  and  certain  wood  contractors  made  much  better 
showing;  in  other  instances,  the  wood-ship  contractors  that  I  have 
heard  about  have  made  a  far  worse  showing.  I  think  there  were  some 
honest  attempts  at  giving  the  Government  a  fair  deal  in  the  southern 
districts;  some  contractors,  in  my  opinion,  worked  hard  and  con- 
scientiousl}'. 

The  Chairman.  You  say  there  were  some  honest  attempts.  You 
mean  that  in  some  instances  there  were  not  any  attempts  to  give  the 
Government  a  fair  deal  ? 

Mr.  McKeon.  1  mean  by  that,  that  the  efficiency  of  certain  yards 
under  the  conditions  indicated  a  more  favorable  showing  than  in 
others,  due  to  experience,  perhaps  most  of  it. 

The  Celalrman.  Of  course  it  would  be  supposed,  Mr.  McKeon,  it 
would  be  practically  inipossible  to  have  two  yards,  either  in  the  same 
district  or  located  at  different  districts  of  the  same  size,  with  the  same 
kind  of  a  contract,  have  the  same  kind  of  a  ship,  and  to  have  them 
show  up  just  the  same. 

Mr.  McKeon.  That  is  true. 
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The  Chairman.  With  the  same  rate  of  progress  and  the  same  class 
of  work,  it  would  give  the  same  results,  would  it  not  ? 
Mr.  McKjEON.  Yes,  sir;  I  agree  with  you. 

The  Chairman,  li  there  were  any  cases  of  defective  work,  improper 
work  down  there  in  the  Texas  district — this  district  over  which  you 
had  jurisdiction,  were  they  due  to  causes  which  the  Shipping  Board 
could  remedy,  or  were  they  just  due  to  existing  conditions,  such  as 
inexperienced  workmen,  delay  in  getting  material,  lack  of  facilities 
and  lack  of  proper  labor  supply  or  any  other  matters  of  that  sort;  and 
could  that  be  attributed  to  those  things,  or  could  it  be  attributed  to 
the  design  to  go  in  to  make  some  money  out  of  the  Government  and 
get  by  just  as  easy  as  they  could  ? 

Mr.  McKeon.  1  would  say  that  they  would  be  contributed  by  the 
causes  which  you  have  stated. 

The  Chairman.  Which  causes  ? 

Mr.  McKeon.  Inexperience,  lack  of  eflScient  help,  conditions  of  that 
nature  ? 

The  Chairman.  You  saw  nothing  down  there  to  indicate  that  there 
was  any  desire  to  mulct  the  Government  intentionally  by  giving  them 
poor  work  and  improper  material  and  skimming  work  and  evading 
the  terms  of  the  contract  ? 

Mr.  McBjeon.  I  would  not  say,  Mr.  Chairman,  that  any  of  the  con- 
tractors went  at  it  with  that  motive.  There  were  cases  of  defective 
workmanship,  which  may  have  been  accounted  for  by  dishonest 
workmen  who  did  not  want  to  put  in  an  honest  day's  work,  to  get  by 
as  easy  as  they  could  and  get  it  past  the  inspectors. 

The  Chairman.  In  your  judgment,  were  tnere  sufficient  inspection 
forces  in  those  yards  down  there  to  keep  track  of  the  work  and  supply 
materials  and  check  up  the  arrival  of  material  and  turning  out  of  the 
work?  As  you  observed  it  down  there  in  that  district  were  condi- 
tions the  same  there  as  they  were  in  many  other  districts  where  in- 
spectors were  few  and  more  inspectors  might  have  been  to  the  advan- 
tage of  the  Shipping  Board  or  Fleet  Corporation  ? 

Mr.  McKeon.  In  getting  trained  inspectors  for  wood  ^hip  con- 
struction, Mr.  Chairman,  was  a  very  difficult  task  when  we  started 
oiiTjprogram. 

The  Chairman.  And  there  was  a  lack  of  men  down  there  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  As  there  was  elsewhere. 

Mr.  McKeon.  The  same  condition  as  elsewhere. 

The  Chairman.  But  if  they  had  had  more  it  would  have  been  to 
the  advantage  of  the  Government  ? 

Mr.  McKeon.  I  would  say  that  some  more  help  along  that  line 
would  have  been  helpful. 

The  Chairman.  Just  a  question  or  two  more  reverting  to  this  ques- 
tion of  amortization:  Do  you  recall  any  instances  where  claims  for 
amortization  were  submitted  on  which  jou  expressed  the  opinion  that 
they  were-bad  judginent  or  too  much  in  that  yard  ? 

Mr.  McKeon.  Which  yard  are  you  referring  to  ? 

The  Chairman.  Any  of  the  vards  down  in  that  district. 

Mr.  McKeon.  The  final  settlement  with  all  the  largest  contractors 
was  made  after  I  left  the  district. 
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The  Chairman.  I  mean  when  the  claim  was  submitted,  do  you 
recall  having  expressed  the  opinion  to  your  superior  officer  or  to  some 
coordinate  official  that  the  claims  for  amortization  in  any  of  these 
yards  down  there — any  particular  yard — ^was  too  much  ? 

Mr.  MoKjjon.  I  expressed  a  certain  opinion  as  to  a  settlement  with 
the  Beaumont  Shipbuilding  &  Dry  Dock  Co.  to  my  superior,  Mr. 
Bender;  yes,  sir. 

The  Chaibman.  What  was  that — about  amortization  ? 

Mr.  MoKbon.  It  had  to  do  with  the  general  conditions  of  the 
contract. 

The  Chairman.  What  was  the  opinion  expressed  ? 
Mr.  McKeon.  That  I  thought  the  revised  contract  was  in  favor  of 
the  contractor. 

The  Chairman.  Mr.  McKeon,  will  you  come  back  to-morrow  morn- 
ing at  a  quarter  of  10  ? 

Mr.  McKeon.  I  will  be  glad  to  do  so. 

The  Chairman.  The  committee  will  now  adjourn  until  9.45  to- 
morrow morning. 

(Thereupon,  at  5.30  o^clock  p.  m.  the  committee  adjourned  to  meet 
to-morrow,  Jan.  12,  1921,  at  9.45  oVlock  a.  m.) 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
Washington,  D,  (7.,  January  12,  1921. 
The  committee  met  at  9.45  o^clock  a.  m.,  pursuant  to  adjourmnent 
from  yesterday;  Hon.  Joseph  Walsh  (chairman)  presiding. 
Present  also:  Representatives  Connally  and  Steele. 
The  Chairman.  Mr.  McKeon,  you  may  resume  the  stand. 

TESTIMONT  OF  ME.  WDTFIELD  McEEOlT— Resnmed. 

The  Chairman.  Mr.  McKeon,  while  you  were  charged  with  the 
yards  in  the  district,  did  you  come  across  any  cases  of  overcharges  for 
labor  or  material  in  all  oJ  the  yards  ? 

Mr.  McKeon.  There  were  certain  instances  where  I  raised  ques- 
tions with  the  district  manager,  and  the  case  was  decided  after  receiv- 
ing his  approval. 

The  Chairman.  Were  they  adjusted? 

Mr.  McKeon.  In  most  cases  the  district  manager  authorized  the 
payment  and  was  satisfied  with  the  expenditure. 
The  Chairman.  What  is  that  ? 

Mr.  McKeon.  I  say,  in  most  cases  the  district  manager  authorized 
the  payment  and  said  he  was  satisfied  with  the  expenditure. 

The  Chairman.  I  do  not  mean  cases  of  that  sort,  where  the  district 
manager  authorizes  the  expenditures;  I  mean  an  overcharge  which 
was  not  authorized — an  excessive  charge,  or  charge  for  overtime 
which  was  excessive  or  beyond  the  rate  permitted  by  the  contracts. 

Mr.  McKeon.  There  have  been  some  matters  which  are  not  yet 
settled  of  that  nature  down  there;  matters  in  which  that  remains  to 
be  determined  whether  it  is  an  overcharge,  and  that  is  dependent  upon 
final  settlement  with  one  of  the  contractors. 

The  Chairman.  Have  all  of  those  contractors  been  settled  with 
down  there  ? 

Mr.  McKeon.  Not  entirely;  no,  sir. 

The  Chairman.  Have  any  of  the  yards  down  there  had  final  settle- 
ment and  the  money  paid,  so  it  is  over  and  ^ear  as  to  the  Shipping 
Board  or  Fleet  Corporation  ? 

Mr.  McKeon.  Some  of  them  have  not. 

The  Chairman.  Can  you  recall  how  many  ships  were  to  be  con- 
structed in  those  ten  yards  in  that  district  ? 

Mr.  McKeon.  The  original  schedule  called  for  64,  including  two 
yards  that  never  got  started. 

The  Chairman.  Sixty-four  ? 

Mr.  McEjeon.  Approximately  64 ;  that  was  the  original  schedule. 
The  Chairman.  About  how  many  were  canceled  ? 
Mr.  McKeon.  If  you  will  permit,  I  will  get  those  statistics  and 
furnish  them  for  the  record.    It  is  two  years  since  I  have  been  in  the 
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district  and  I  have  lost  track  of  a  good  deal  of  details.  I  am  talking 
without  having  an  opportunity  to  refresh  my  memory  about  any  of 
these  points. 

The  Chairman.  I  did  not  know  but  where  you  are  now  you  were 
brought  in  touch  with  that  work. 

Mr,  McKeon.  It  does  not  keep  me  in  touch — indirectly,  but  I  have 
not  the  data  at  my  finger  tips;  but  I  can  furnish  the  data  for  the 
record  if  you  wish. 

The  Chairman.  How  many  cost-plus  contracts  did  they  have  down 
there? 

Mr.  McKIeon.  At  the  inception  thev  had  the  two  cost-plus  con- 
tracts which  I  spoke  of,  imder  which  the  Fleet  Corporation  paid 
all  of  the  costs  and  the  plant  construction.  The  provision,  in  that 
contract  was  that  if  the  cost  per  hull  did  not  exceed  $280,000  the  con- 
tractor had  a  chance  of  malong  a  $20,000  profit.  If  the  cost  ran  in 
excess  of  that  his  profit  was  diminished  by  the  excess;  if  it  ran  over 
$300,000  he  had  no  profit. 

The  Chairman.  Ilan  pver  what  ? 

Mr.  McKIeon.  The  original  $300,000;  the  original  price  fixed. 

In  the  case  of  the  Union  bridge  contract  he  would  under  those 
conditions  do  the  work  without  profit.  In  the  case  of  the  Midland 
Bridge  contract  there  was  a  clause  which  gave  him  an  interest  in  the 
plant  if  the  cost  exceeded  $280,000  and  he  lost  out  on  profit,  he  then 
acquired  an  interest  in  the  plant. 

The  Chairman.  Who  acquired  the  interest  ? 

Mr.  McKeon.  The  contractor.  The  plant  was  built  at  the  Fleet's 
expense,  and  he  acquired  an  interest  in  the  plant  equivalent  to  the 
profit  he  lost,  of  the  $20,000. 

The  Chairman.  So  that  the  more  expensive  the  construction 
became  the  more  advantageous  it  was  to  the  contractor  ? 

Mr.  McKeon.  No,  sir;  1  do  not  mean  to  imply  that.  He  had  a 
chance  of  losing  $20,000  per  hull,  and  on  the  original  hulls — ^which 
were  six — ^he  might  lose  $120,000;  that  is,  the  anticipated  profit 
would  disappear.  He  then  had  a  pro  rata  interest  in  the  plant 
equivalent  to  that  amount. 

The  Chairman.  What  was  that  interest  in  the  plant  ? 

Mr.  McKeon.  The  ratio  that  the  profit  he  lost  bore  to  the  $300,000. 

The  Chairman.  If  the  cost  went  up  to  the  $300,000  instead  of 
$280,000,  which  was  fixed  on  as  the  limit,  he  would  get  $120,000 
interest  in  that  plant. 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Ho^  could  he  get  an  interest  in  the  plant  paid 
for  by  the  Government — ^by  taking  him  in  partnership  ? 

Mr.  McElbon.  It  was  considers  that  he  lost  his  opportimity  of 
getting  the  actual  cash,  and  in  lieu  of  that  he  acquired  this  interest 
in  the  plant.  Of  course,  that  was  the  terms  of  the  original  contract, 
which  we  did  not  negotiate. 

The  Chairman.  About  the  originsfl  contract;  who  made  that 
contract,  who  signed  it,  and  who  negotiated  it  ? 

Mr.  McKeon.  That  was  made  by  the  oJSicials  in  Washington. 
The  district  officials  had  nothing  to  do  with  it. 

The  Chairman.  Do  you  know  who  signed  it  ? 

Mr.  McKeon.  I  can  furnish  that  for  the  record — the  officials  then 
in  charge  of  the  Fleet  Corporation. 
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The  Chairman.  Mr.  Piez? 

Mr.  McKeon.  I  do  not  believe  Mr.  Piez  signed  it. 
The  Chairman.  Admiral  Capps. 

Mr.  McElbon.  I  thinjc  that  was  done  under  Gm.  Goethals. 

The  Chairman.  How  many  other  kinds  of  cost-plus  contracts  did 
they  have  down  there  while  you  were  there  ? 

Mr.  McKeon.  They  had  the  other  type  of  contract,  allowing  a 
fixed  excess  profit  of  $15,000  per  vessel  regardless  of  cost. 

The  Chairman.  Irrespective  of  the  cost? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  any  others  ? 

Mr.  McKeon.  That  was  the  only  type — that  was  to  October  7 — 
I  beUeve  it  was  understood  to  cover  amortization  of  plant  and  $8,000 
profit.  That  was  the  way  that  $15,000  fee  was  understood  to  be 
divided,  although  the  contract  did  not  specifically  name  those  sums. 

The  Chairman.  Amortization  of  the  plant? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Who  built  the  plant  ?  . 

Mr.  McKeon.  The  contractors,  imder  the  lump-sum  contracts, 

The  Chairman.  And  paid  for  them  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  That  was  only  in  cases  where  the  contractors 
built  their  own  plants  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Do  you  remember  how  many  contracts  of  that 
sort  were  made  there  for  the  lump  sum  ? 

Mr.  McKeon.  The  Union  Bridge  revised  contract  was  changed 
to  that  type  from  the  original  type  of  cost  plus;  likewise  the  Midland 
Bridge.  The  Southern  Dry  Dpck ;  J.  M.  McCammon ;  Beaumont  Ship- 
building &  Dry  Dock;  the  Lone  Star;  McBride  &  Law;  the  Universal 
Shipbuilding  Co. ;  and  ileldenf  els  Bros. 

The  Chairman.  How  about  laimchings  down  there?  Did  they 
allow  any  fees  for  launching  .or  sponsors,  the  expenses  incident  to 
the  launching  ceremonies  ? 

Mr.  McKeon.  We  kept  that  down  to  practically  a  minimum,  Mr. 
Chairman.  The  only  allowance  we  would  make  was  in  the  way 
of  bouquets  of  flowers  for  the  sponsor  or  minor  expenses  Uke  that 
There  were  no  entertainments. 

The  Chairman.  No  jewelry  furnished? 

Mr.  McKeon.  No,  sir;  I  do  not  believe  in  u  single  instance  were 
there  any  presents  of  that  nature  made  that  I  know  of  which  were 
charged  to  the  cost;  if  it  was,  it  was  on  the  outside. 

The  Chairman.  Do  you  know  of  any  interlocking  contracts  in 
connection  with  the  construction  of  ships  there;  were  there  any 
contractors  who  had  subsidiary  concerns  that  they  made  contracts 
with  for  the  furnishing  of  anything  in  connection  with  the  ship 
construction  ? 

Mr.  McKeon.  I  do  not  think  there  were  any  interlocking  contracts 
with  ship-supply  concerns.  There  were  some  of  the  contractors  who 
had  other  Dusmess  interests;  two  of  them  were  bridge  builders 
before  taking  up  the  fleet  work.  But  there  was  no  chance  of  inter- 
locking in  the  way  of  purchasing  materials  that  would  be  charged 
to  the  Government. 

The  Chairman.  Do  you  remember  whether  there  wpre  any  other 
instances  of  pay-roll  padding  than  what  you  cited  here  yesterday  ? 
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Mr.  McKeon.  I  believe  I  mentioned  last  night  the  case  of  Lone 
Star? 

The  Chairman.  Yes,  sir. 

Mr.  McKeon.  There  was  another  one  I  have  a  recollection  of,  the 
Southern  Dry  Dock;- 1  do  not  know  whether  I  mentioned  that  last 
nirfit. 

The  Chairman.  No;  I  think  you  only  mentioned  one  instance. 

Mr.  McKeon.  That  case  was  prosecuted  after  I  left  the  district, 
and  I  beUeve  indictment  and  sentence  passed  upon*  the  guilty  party. 

The  Chairman.  So  that  whoever  was  involved  there  was  brought 
to  the  attention  of  the  proper  authorities  and  indictment  made  ? 

Mr.  McKeon.  Likewise  the  case  of  the  Lone  Star. 

Mr.  CoNNALLY.  I  think  you  said  the  Union  Bridge  &  Construc- 
tion Co. 

Mr.  McKeon.  They  had  an  instance,  too — the  Union. 

Mr.  CoNNALLY.  Mr.  McKeon,  in  the  southern  vards  and  the  ones 
under  your  district,  the  wooden  yards,  I  will  asK  you  if  it  is  not  a 
fact  that  it  was  very  difficult  to  secure  either  technical  experts  or 
skilled  labor  in  the  building  of  ships  ? 

Mr.  McKeon.  Yes,  sir;  tnat  was  my  observation, 

Mr.  CoNNALLY.  You  said  yesterday  that  there  was  considerable 
delay  in  the  deUvery  of  ships  in  all  of  these  yards.  Could  you  not 
say  whether  that  was  a  large  element  in  the  matter  of  delay  in  getting 
the  plants  started  and  construction  of  ships  started? 

Mr.  McKeon.  Unquestionably,  that  and  the  inefficient  help. 

Mr.  CoNNALLY.  That  and  the  lack  of  efficient  help  is  somewhat  the 
same  proposition.    If  you  do  not  have  expert  help  

Mr.  McKeon  (interposing).  You  said  delay  in  getting  the  plant 
started — ^building  the  plant  ? 

Mr.  CoNNALLY.  And  the  lack  of  expert  assistance. 

Mr.  McKeon.  Yes,  sir. 

Mr.  CoNNALLY.  How  many  of  these  yards  had  been  building  ships 
immediately  prior  thereto  ? 

Mr.  McEjeon.  Only  the  National  Shipbuilding  Co. 

Mr.  CoNNALLY.  Some  of  them,  I  believe  you  say,  two  of  them,  had 
been  in  the  bridge  business  ? 

Mr.  McKeon.  Yes,  sir. 

Mr.  CoNNALLY.  The  Southern  Dry  Dock,  especially,  was  a  new  con- 
cern, was  it  not  ? 

Mr.  McKeon.  V  A  brand-new  concern. 

Mr.  CoNNALLY.  Was  there  anybody  connected  with  it  that  knew 
anything  about  building  ships — I  mean  the  incorporators  ? 
Mr.  McKeon.  Not  to  my  knowledge. 

Mr.  CoNNALLY.  In  this  instance  of  pay-roll  padding  with  the 
Southern  Dry  Dock,  you  say  the  party  was  indicted,  and  you  think 
convicted  ? 

Mr.  McKjEON.  That  occurred  after  I  left  the  district. 

Mr.  CoNNALLY.  Did  the  Southern  Dry  Dock  ever  deliver  a  ship  ? 

Mr.  McKeon.  Yes,  sir. 

Mr.  CoNNALLY.  How  many  did  they  deliver,  do  you  remember  ? 
Mr.  McKeon.  I  believe  four;  but  I  will  correct  the  record  if  I  find 
I  am  wrong. 

The  Chairman.  You  will  not  have  any  chance  'to  correct  the 
record.    This  testimony  is  given  under  oath.    You  can  be  called  by 
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the  committee  to  correct  anything  that  you  find  is  erroneously 
stated^  but  you  will  not  have  an  opportunity  to  revise  your  notes 
as  you  would  in  an  ordinary  committee  hearing. 
Mr.  McKeon.  Of  course,  Mr.  Chairman  

The  Chairman  (interposing).  I  just  wanted  to  bring  that  to  your 
attention. 

Mr.  McKeon.  I  am  doing  the  best  I  can  in  answering  questions, 
and  I  did  not  want  to  appear  that  1  was  not  doing  my  best,  and  that 
is  the  reason  I  stated  the  figures  approximately. 

Mr.  CoNNALLT.  But  if  vou  are  not  sure  about  it,  just  sav  so. 

Mr.  McKeon.  If  1  had  had  any  notice  I  would  have  had  the  figures 
ready.  The  essentials  of  what  I  am  telling  you  are  facts;  it  is  only 
these  little  details. 

Mr.  CoNNALLY.  You  think,  then,  about  four  hulls  were  delivered 
by  the  Southern  Dry  Dock  ? 

Mr.  McKeon.  That  is  my  impression. 

Mr,  CoNNALLY.  Do  you  know  what  condition  the  Southern  Dry 
Dock  &  Shipbuilding  Co.  is  in  after  going  through  with  this  building 
program  ? 

mr,  McKeon.  My  understanding  is  they  were  in  very  bad  financial 
condition. 

Mr.  CoNNALLY.  Broke,  were  they  not  ?  I  merely  bring  that  out, 
Mr.  Chairman,  to  show  they  were  not  making  a  big  pile  of  money  out 
of  the  Government;  they  are  broke. 

You  stated  that  the  National  Shipbuilding  Co.  at  Orange  had 
luinp-sum  contracts  throughout? 

Mr.  McKeon.  Yes,  sir. 

Mr.  CoNNALLY.  And  that  the  Shipping  Board  had  no  trouble  with 
them  at  all  ? 

Mr.  McElbon.  Up  to  the  time  I  left  the  district  the  relations  with 
that  contract  went  along  very  smoothly. 

As  I  mentioned  yesterday,  I  have  heard  since  that  they  had  some 
trouble  with  some  of  the  boats  in  operation  hogging;  but  that  is 
the  only  intimation  I  have  had  of  any  trouble. 

Mr.  CoNNALLY.  What  do  you  mean  by  hogging?" 

Mr.  McKeon.  A  bend  comes  in  the  back  of  the  boat. 

Mr.  CoNNALLY.  While  you  were  there,  I  suppose  you  know  the 
relations  were  satisfactory  and  the  ships  were  delivered  according  to 
contract  ? 

Mr.  McKeon.  Yes,  sir — no,  not  according  to  the  fixed  date. 
There  was  delay  there  also,  but  there  were  no  unpleasant  relations  in 
any  way  that  I  know  of. 

Mr.  CoNNALLY.  Do  you  know  whether  or  not  these  wooden  yards 
were  under  difficulties  by  reason  of  the  Government  supplying  them 
with  what  is  called  ^' green  lumber"  in  many  instances,  lumber  that 
was  not  sufficiently  seasoned  to  go  into  ships,  and  that  they  were 
delayed  by  reason  of  that;  do  you  know  anything  about  that? 

Mr.  McKeon.  I  would  not  want  to  express  an  opinion  on  that.  It 
is  a  fact  that  the  green  lumber  was  delivered  though. 

Mr.  Connally.  Do  you  know  whether  or  not  green  lumber  is  the 
right  kind  of  lumber  to  put  into  ships  ? 

Mr.  McKeon.  I  woula  not  think  it  would  be  as  good  as  seasoned 
lumber,  though  I  can  say  a  lot  of  the  lumber  stood  in  the  weather  a 
lot  of  time  before  being  used  and  had  a  chance  to  season. 


Digitized  by 


3394 


SHIPPING  BOARD  OPERATIONS. 


Mr.  Conn  ALLY.  There  was  some  testimony  here  some  tune  ago — I 
do  not  know  what  witness  it  was — about  some  allied  diversion  of 
funds  by  the  Southern  Dry  Dock  Co.  Do  you  know  anything 
about  that — I  mean  by  that  there  is  some  testimony  in  reference  to  a 
deposit  which  had  been  placed  in  bank  by  the  wSouthern  Dry  Dock 
Company  supposedly  to  constitute  a  controlled  fund,  and  that  later 
on  that  money  was  diverted  from  the  real  primary  purpose  for  w^hich 
it  was  deposited  in  the  bank,  to  some  other  purpose — I  do  not  mean 
fraudulently,  but  there  was  some  diversion  of  the  fund.  Do  you 
know  anything  about  that  ? 

Mr.  McKeon.  Do  you  wish  me  to  explain  in  detail?  It  will  be 
brief  

Mr.  CoNNALLY  (interposing).  You  were  in  charge  immediately  of 
those  kind  of  matters,  were  you  not? 
Mf.  McKeon.  Yes,  sir. 

Mr.  CoNNALLY.  I  will  be  very  glad  to  have  you  go  into  that,  unless 
the  chairman  objects. 
The  Chairman.  Oh,  no. 

Mr.  CoNNALLY.  I  was  not  here  before,  and  I  would  like  to  get  that. 
All  right,  go  ahead,  Mr.  McKeon. 

Mr.  McKeon.  W.e  deposited  all  of  that  contractor's  progress  pay- 
ments into  what  was  called  the  controlled  account;  withdrawals, 
could  only  be  made  out  of  that  upon  countersigned  checks,  that  is, 
the  signature  of  the  district  office.  The  yard  at  Orange  w  as  quite  a 
distance  from  Houston,  and  that  entailed  some  delay  in  securing 
pavments  for  pay  rolls  and  vouchers  that  had  to  be  made  immediately. 

The  contractor  appUed  to  the  district  office  for  permission  to  have 
a  free  cash  account,  that  is,  to  take  a  certain  sum  out  of  this  con- 
trolled accoujit  and  check  it  out  only  on  his  own  signature.  There 
was  $10,000  transferred  at  first  for  that  purpose,  which  wi  s  later 
increased  to  $25,000,  as  the  $10,000  was  found  to  be  inadequate. 

The  contractor,  I  have  been  advised  by  people  who  succeeded  me 
in  the  district,  had  made  some  payments  out  of  that  account  for 

{mrposes  other  than  that  for  which  it  was  opened,  which  was  strictly 
or  ship  construction  matters,  meaning  pay  roUs,  payment  of  freight  to 
prevent  demurrage  and  invoices  that  had  to  be  paicf  to  save  discounts, 
and  items  of  th«t  kind.  I  have  been  advised  tnat  some  of  the  money 
was  used  in  the  payment  of  a  note,  but  I  would  have  to  get  further 
details  of  just  exactly  how  much. 

Mr.  CoNNALLY.  A  note  connected  with  the  plant  construction  or 
the  business,  or  a  note  for  some  outside  transaction,  if  you  know  ? 
Mr.  McKeon.  I  am  not  informed  of  the  nature  of  the  note. 
Mr.  CoNNALLY.  Do  you  know  how  much  that  amount  was  sup- 
posed to  be,  how  much  of  a  diversion? 

Ml*.  McKjion.  I  would  not  want  to  state  definitely,  Mr.  Connally; 
I  will  say,  approximately  it  was  $20,000. 
Mr.  Connally.  Although  the  total  sum  was  $25,000  ? 
Mr.  McKjion.  Was  for  $25,000. 

Mr.  Connally.  Was  there  not  anything  toward  the  restitution  of 
that  sum? 

Mr.  McKeon.  The  contractor  in  final  settlement  would  be  charged 
with  the  amount  of  it,  so  that  the  Fleet  Corporation  would  be  pro- 
tected in  that;  when  we  made  final  settlement  he  would  be  charged, 
as  he  may  have  been,  with  the  amount  of  that  fund  which  was 
dvanced. 
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Mr.  CoNNALLY.  Was  that  the  only  embarrassment  suffered  there  ? 
Mr.  McKj:on.  It  would  be  the  temporary  use  of  funds. 
Mr.  Conn  ALLY.  And  perhaps  the  probability  of  the  contractor 
falling  down  in  ship  construction  by  not  having  that  fund  ? 
Mr.  McE^EON.  Yes,  sir. 

Mr.  CoNNALLY.  I  believe  you  said  they  did  go  on  and  deliver  four 


Mr.  McKeon.  They  did. 

Mr.  CoNNALLY.  Did  they  cancel  any  Southern  Dry  Dock  ships  ? 


lump  sum  to  cost  plus  basis,  and  my  recollection  is  that  they  gave 
them  four  more  boats,  some  of  which  were  canceled. 

TESTIMONY  OF  MS.  JAMES  TALBEET,  ASSISTANT  GENEEAL 
COUNSEL  AND  CHAIEMAN  CONSTEUCTION  CLAIMS  BOAED, 
EMERGENCY  FLEET  COEPOEATION,  WASHINGTON,  D.  C. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  Where  is  your  home,  Mr.  Talbert? 
Mr.  Talbert.  Oassville,  Missouri. 

The  Chairman.  What  position  do  you  hold  with  the  Shipping 
Board  or  Fleet  Corporation  ? 

Mr.  Talbert.  I  am  assistant  general  counsel  and  chairman  of 
the  construction  claims  board. 

The  Chairman.  How  long  have  you  been  with  the  organization  ? 

Mr.  Talbert.  Since  the  14th  of  April,  1919. 

The  Chairman.  And  how  long  have  you  been  with  the  claims 
board  ? 

Mr.  Talbert.  I  have  been  with  the  claims  board  since  the  15th 
of  August,  1919.  ' 

The  CHAiRMi^N.  What  were  you  before  that,  acting  simply  as 
coimsel  ? 

Mr.  Talbert.  I  was  assistant  counsel  when  I  first  came  with  the 
Fleet. 

The  Chairman.  Who  appointed  you  ? 

Mr.  Talbert.  Willard  tf.  McXitt,  who  was  at  that  time  general 
counsel  of  the  Fleet  Corporation  in  Philadelphia. 

The  Chairman.  Who  appointed  you  for  the  claims  board  ? 

Mr.  Talbert.  Judge  Payne — ^why,  I  was  recommended  by  Mr. 
McNitt,  the  general  counsel,  and  I  do  not  know  whether  my  appoint- 
ment was  by  Mr.  Ackerson  or  by  Judge  Payne.  It  was  confirmed 
anyhow  by  Judge  Payne  later  on. 

The  Chairman.  Have  you  passed  upon  the  settlements  since  you 
have  been  on  the  claims  board  ? 

Mr.  TALBERT.  No,  sir. 

The  Chairman.  What  was  the  policy  with  reference  to  settlements 
when  you  came  to  the  claims  board? 

Mr.  Talbert.  In  August,  1919,  and  up  until  probably  October  or 
November,  Mr.  E.  D.  Levy  was  chairman,  and  the  policy  was  a 
very  liberal  one.  Most  of  the  cases  that  were  settled  were  cancella- 
tion claims,  and  we  were  supposed  to  settle  them  on  the  theory  of 
just  compensation,  not  as  used  in  a  technical  sense  or  as  known  to 
a  lawyer,  but  as  would  be  interpreted  by  the  ordinary  citizen.  In 
other  words,  we  were  to  make  general  busmess,  equitable  settlements. 
That  was  the  general  poUcy  that  was  secured  at  that  time. 


boats  ? 
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The  Chairman.  Up  to  October? 

Mr.  Talbert.  Yes,  sir;  as  long  as  Mr.  Levy  stayed  there. 
The  Chairman.  Did  you  follow  that  policy  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Were  all  claijns  that  were  settled  submitted  to 
your  board  at  tijne  ? 
Mr.  Talbert.  No,  sir. 

The  Chairman.  What  was  there  about  claims,  that  took  them  out 
of  the  usual  procedure,  what  kind  of  a  claim  was  it  that  would  not 
cojne  to  your  board  that  would  be  settled  by  somebody  else  without 
your  passing  upon  it  ? 

Mr.  Talbert.  We  had  jurisdiction  to  settle  any  cancellation 
claim  against  the  corporation,  but  I  presume  in  some  instances  where 
the  contract  was  facing  bankruptcy  or  had  been  sued,  there  was  some 
extraordinary  circumstance,  and  the  higher  officials  considered  was 
sufficient  to  take  the  case  out  of  the  regular  line  of  cases  and  demand 
prompt  and  speedy  attention,  that  tne  higher  officials  would  take 
that  matter  up  and  settle  that  matter  themselves,  in  order  to  avoid 
the  delay  of  going  through  the  claims  board. 

The  CHAIRMAN.  If  they  could  do  that  in  those^ases  what  was  the 
necessity  of  any  claims  board  at  all  ? 

Mr.  Talbert.  There  would  not  have  been  if  the  executive  office 
had  had  time  to  have  gone  into  each  case. 

The  Chairman.  Do  you  think  they  had  tijne  to  go  into  these 
cases  that  they  did  settle  ? 

Mr.  Talbert.  I  doubt  that  very  much. 

The  Chairman.  After  October,  1919,  what  was  the  pohcy  and 
procedure  followed  ? 

Mr.  Talbert.  To  settle  only  on  strict  legal  liability,  hew  right 
down  to  the  line. 

The  Chairman.  And  were  there  any  cases  settled  that  were  not 
subxnitted  to  the  claijns  board  after  that  time  ? 

Mr.  Talbert.  Yes,  sir;  I  think  so. 

The  Chairman.  What  was  it  that  took  them  out  of  the  usual 
procedure  ? 

Mr.  Talbert.  I  presume  the  same  reasons  that  I  gave  for  the 

others,  in  other  words  

The  Chairman.  The  amount — beg  pardon. 

Mr.  Talbert.  Certainly,  the  executive  officials  of  the  corporation 
in  establishing  the  claims  board  never  intended  to  give  up  their 
jurisdiction  in  the  Jnatter.  They  only  had  delegated  authority,  and 
th^  probably  reserved  to  themselves  the  right  to  settle. 

The  Chairman.  You  could  only  make  recommendations;  you 
could  not  make  settlements;  is  that  right?  % 

Mr.  Talbert.  The  procedure  has  changed  several  times  in  regard 
to  that. 

The  Chairman.  I  mean  at  that  time,  after  October  and  prior  to 
October,  when  you  first  went  on  the  board,  you  could  only  make 
recommendations  and  could  not  make  settlements. 

Mr.  Talbert.  We  could  make  settlements  if  the  vice  president 
agreed  with  us. 

The  Chairman.  Who  was  vice  president? 

Mr.  Talbert.  Mr.  J.  L.  Ackerson,  but  every  settlement  had  to 
be  agreed  upon  by  the  cancellations,  claims,  and  contracts  board 
and  by  Mr.  Ackerson. 
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The  Chairman.  Were  there  some  claims  that  were  never  sub- 
mitted to  your  board  at  all  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Did  the  Hog  Island  settlement  ever  come  to  your  - 
board  ? 

Mr.  Talbert.  No,  sir.  In  the  earlv  stages  of  that,  I  presume  the 
reason  it  did  not  come  was  that  Mr.  Levy,  who  was  chairman  of  the 
board,  was  also  one  of  the  prominent  officials  of  the  Hog  Island 
Co. — of  the  American  International;  and  it  would  not  have  been 
well  even  for  the  other  members  of  the  board  to  have  passed  on  that. 

The  Chairman.  When  was  he  an  official  of  the  American  Inter- 
national? 

Mr.  Talbert.  I  think  he  came  to  the  American  International  in 
the  latter  part  of  1917  or  early  part  of  1918. 

The  Chairman.  And  then  went  over  to  the  claims  board  as 
chairman  ? 

Mr.  Talbert.  Yes,  sir;  in  July,  1919. 

The  Chairman.  Then,  did  he  go  back  to  the  I.  M.  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  He  went  back  to  the  I.  M.  ? 

Mr.  Talbert.  Yes,  sir;  he  was  on  the  Hog  Island  pay  roll  all  the 
time.  As  I  understood  it,  he  w:as  simply  loaned  by  the  American 
International  to  the  Fleet  Corporation.  He  was  considered  a  man 
of  very  exceptional  ability. 

The  Chairman.  The  settlement  was  made  with  Hog  Island  after 
Mr.  Levy  left  the  claims  board  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  WTiile  he  was  back  with  the  Hog  Island  organiza- 
tion ? 

Mr.  Talbert.  Yes,  sir.  He  represented  the  company  in  the 
settlement,  I  think. 

The  Chairman.  In  the  settlement  of  any  of  these  claims  sub- 
mitted to  your  board,  did  you  avail  yourselves  of  the  reports 
made  bv  the  department  of  investigation  with  reference  to  this  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  In  every  case  ? 

Mr.  Talbert.  In  every  case  where  they  had  anything  to  present. 
The  Chairman.  How  did  you  find  out  whether  they  had  anything 
to  present  ? 

Mr.  Talbert.  They  notified  us  or  we  were  notified  through  Mr. 
Ackerson.  I  know  that  there  were  a  certain  class  of  cases  that  we 
never  intended  to  act  upon  or  would  not  consider  until  we  did  have 
the  report  from  the  investigation  department. 

The  Chairman.  Was  there  any  rule  of  procedure  followed  which 
automatically  brought  to  your  board  the  reports  of  the  department 
of  investigation  upon  the  operations  of  these  various  contractors  ? 

Mr.  Talbert.  So  far  as  I  know,  there  was  no  definite  procedure 
established  by  which  the  investigation  department  would  know 
just  what  cases  we  were  considering,  nor  did  the  claims  board  know 
just  what  matters  the  investigation  department  desired  to  report 
upon. 

When  I  was  made  chairman  of  the  board  I  called  in  Mr.  Richard- 
son, who  was  then  at  least  the  acting  head  of  that  department,  and 
made  an  arrangement  with  him,  which  was  agreeable  both  to  him 
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and  to  me,  by  which  every  case  that  was  filed,  and  when  every 
claim  was  filed  Mr.  Richardson  was  notified  that  the  claim  was 
there,  and  then  he  was  to  go  over  that  hurriedly  and  report  back 
very  shortly  to  me  whether  they  desired  to  make  a  report  on  it. 
If  I  got  notice  that  they  desired  to  make  a  report,  then  we  would 
hold  the  case  in  abeyance  until  they  did  report.  But  that  was  the 
beginning  of  that  procedure. 

The  Chairman.  Whether  or  not  you  found  that  reports  from  the 
department  of  investigation  were  helpful  in  the  adjustment  of  claims, 
or  whether  they  caused  delay,  or  just  muddled  up  the  matter — — 

Mr.  Talbert  (interposing).  In  some  cases,  of  course,  their  re- 
ports were  helpful,  but  I  would  say  that  in  the  large  majority  of  the 
cases  there  was  not  much  gained  by  the  reports  made  by  that  de- 
partment. I  do  not  think  they  had.  sufficient  stenographic  force  in 
order  to  systematize  their  material  and  get  it  in  shape  to  be  handled 
by  the  board. 

The  Chairman.  So  that  the  matters  they  reported  were  hot  de- 
tailed enough  to  really  be  of  assistance  to  the  claims  board  in  ar- 
riving at  a  decision  or  in  eliminating  an  item  or  reducing  it,  or  hold- 
ing up  the  settlements  in  many  cases. 

Mr.  Talbert.  I  would  say  in  many  cases  the  claims  board  did 
get  much  help.  The  charges  or  allegations  were  so  general  that  we 
could  not  tie  it  down  to  any  particular  matter  and  take  advantage 
of  it. 

The  Chairman.  And,  of  course,  it  was  no  part  of  the  claims  board 
work  to  make  a  further  investigation,  I  suppose  ? 

Mr.  Talbert.  We  always  went  on  the  principle  from  scrutinizing 
a  case  very  carefully  that  was  reported  on  by  the  investigation 
department. 

The  Chairman.  Were  these  cases  sent  to  you  by  the  Department 
of  Investigation  properly  briefed,  or  would  it  be  just  a  lot  of  general 
allegations  sent  up,  and  you  would  have  to  go  through  them  and 
pick  out  and  see  what  you  could  find  ? 

Mr.  Talbert.  My  memory  is  that  in  the  Treenail  cases  I  think 
their  reports  were  rather  specific,  and  there  have  been  some  irregu- 
larities of  some  fleet  employees,  and  it  was  thought  best  to  have  the 
department  investigate  every  case,  and  we  would  hold  those  cases 
until  we  received  the  report. 

The  Chairman.  Did  the  department  make  an  investigation  in  the 
Merrill-Stevens  case  and  a  report  in  that  case  ? 
•  Mr.  Talbert.  No,  sir;  not  prior  to  the  settlement.    I  heard  after 
the  settlement  was  made  that  they  had  had  that  company  under 
investigation. 

The  Chairman.  Did  your  board  recommend  the  settlement  of  that 
case? 

Mr.  Talbert.  Yes,  sir.  , 
The  Chairman.  And  was  the  settlement  made  upon  the  recom- 
mendations of  your  board  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  On  the  same  terms  that  you  recommended — agreed 
upon? 

Mr.  Talbert.  Yes,  sir;  that  is  my  understanding. 
The  Chairman.  Was  the  settlement  later  reopened  ? 
Mr.  Talbert.  Yes,  sir* 
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The  Chairman.  And  has  it  been  again  settled  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Upon  diflFerent  terms? 

Mr.  Talbert.  Yes,  sir;  the  terms  have  been  made  more  specific. 
I  might  explain  tx)  you  the  general  procedure  we  followed.  When 
a  case  is  in  settlement  it  is  usuallj  assigned  to  some  member  of  the 
board,  who  makes  a  special  investigation  of  that  case.  There  are  so 
many  of  them  that  the  whole  board  acting  in  session  can  not  go  into 
details  on  account  of  time.  One  of  the  members  of  the  board  had 
been  on  this  case  for  several  months. 

The  Chairman.  Who? 

Mr.  Talbert.  Mr.  Weaver;  and  I  would  say  that  we  were  before  the 
board  of  trustees  on  the  settlement  four  or  five  times. 

The  Chairman.  This  was  on  the  first  settlement  ? 

Mr.  Talbert.  Yes,  sir;  and  after  the  resolution  was  finally  adopted , 
then  the  preparation  of  the  contract  of  settlement  was  left  in  the 
hands  of  tne  legal  department,  under  the  general  control  of  the  gen- 
eral counsel. 

The  Chairman.  They  had  a  resolution  to  go  by  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  draw  up  the  agreement  for  settlement. 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Did  the  claims  board  handle  the  second  settle- 
ment after  it  was  reopened? 

Mr.  Talbebt.  I  think  that  was  handled  principally  by  the  legal 
department. 

The  Chairman.  By  Judge  Goff? 

Mr.  Talbert.  Yes,  sir.  The  only  thing  that  was  added  the  second 
time  it  was  up  was  the  forcing  of  the  Merrill-Stevens  Co.  to  the 
agreement  to  msert'  an  audit  clause.  It  seems  that  the  first  contract 
was  drawn  without  the  audit  clause,  and  the  general  counsel  had  not 
noticed  that  that  was  left  out,  and  when  it  was  brought  to  his  atten- 
tion that  that  was  not  in  there  he  forced  the  Merrill-Stevens  Co. 
to  come  in  and'  execute  a  settlement,  inserting  that.  Then  later 
it  was  discovered  that  some  of  the  deeds  or  conveyances  were  not  in 
the  form  he  had  expected  them  to  be,  and  he  required  them  to  clear 
up  that  situation.  It  was  not  changing  the  settlement,  but  it  was 
trying  to  make  the  settlement  to  conform  to  what  the  resolution 
really  was  in  the  beginning. 

The  Chairman.  Then  it  was  resubmitted  to  the  board? 

Mr.  Talbert.  I  do  not  remember  that  it  was  resubmitted  to  the 
board,  because  the  board  did  not  approve  the  contracts. 

The  Chairman.  I  mean  the  claims  board  ? 

Mr.  Talbert.  No;  it  was  not  resubmitted  tjb  the  board? 

The  Chairman.  It  was  just  reopened  for  the  purpose  of  having 
Judge  Goff  or  somebody  add  the  additional  clause  to  the  agreement  ? 
Talbert.  Yes,  sir. 

The  Chairman.  And  when  that  was  done,  a  new  agreement  was 
drawn  up  and  settled  on  that  basis  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  the  contractors  with  that 
concern  involved  the  loan  of  money  or  the  advancement  of  money  to 
the  Merrill-Stevens  Co.  in  taking  some  of  their  bonds  which  were 
afterwards  found  to  have  no  value  ? 
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Mr.  Talbert.  I  do  not  know  what  value  the  bonds  had,  but  in  the 
early  stages  of  the  construction  work  certain  moneys  were  loaned  to 
the  Memll-Stevens,  and  these  bonds  were  given  as  a  part  of  the 
security  on  those  loans;  in  addition  to  the  bonds  there  were  mortgages 
on  the  plants  and  property,  and  the  bonds,  as  I  remember  it,  were 
hypothecated;  they  were  not  signed  over,  but  they  were  deposited 
with  the  Fleet  under  agreement  that  if  the  money  was  not  repaid, 
then  these  bonds  should  be  put  up  and  sold,  the  contractor  having 
been  given  certain  notice. 

The  contract  is  very  complex;  I  do  not  remember  the  details 
of  it. 

The  Chairman.  Were  the  bonds  ever  sold  ? 

Mr.  Talbert.  No,  sir;  in  the  general  settlement  they  were  retuined 
to  the  Merrill-Stevens  Co. 

The  Chairman.  Was  this  company  in  good  financial  shape  all 
through  the  prosecution  of  its  contract  ? 

Mr.  Talbert.  No,  sir;  I  think  it  was  in  very  poor  financial  con- 
dition. 

The  Chairman.  Did  the  company  own  its  own  plant? 

Mr.  Talbert.  Subject  to  mortgages,  etc. 

The  Chairman.  Did  it  build  its  own  plant  ? 

Mr.  Talbert.  Built  it  out  of  money  advanced  by  the  Fleet. 

The  Chairman.  Did  they  have  a  plant  before  ? 

Mr.  Talbert.  They  had  what  is  known  as  the  North  Jacksonville 
plant,  a  repair  plant. 

The  Chairman.  How  about  the  South  Jacksonville  plant  ? 

Mr.  Talbert.  I  think  that  was  built  almost  entirely  out  of  Fleet 
Corporation  funds;  even  the  land,  I  think,  was  paid  for  with  Fleet 
money. 

The  Chairman.  And  in  the  settlement  this  plant  was  taken  back 
by  the  Fleet  Corporation  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  They  had  paid  for  it,  anyhow,  had  they  not  ? 
Mr.  Talbert.  They  had  furnished  the  money;  yes,  sir. 
The  Chairman.  Had  the  Shipping  Board  or  Fleet  Corporation  been 
reimbursed  for  the  money  they  furnished  ? 
Mr.  Talbert.  No,  sir. 

The  Chairman.  Who  owned  the  land  upon  which  the  plant  was 
erected  ? 

Mr.  Talbert.  I  think  the  Merrill-Stevens  Co.  bought  it,  but  I 
think  the  Fleet  Corporation  had  a  mortgage  on  it. 

The  Chairman.  Do  you  remember  whether  or  not  in  this  settle- 
ment there  was  involved  the  removal  of  some  materials  from  the 
Soutlj  Jacksonville  plant  two  or  three  weeks  before  the  settlement 
was  made  ? 

Mr.  Talbert.  I  do  not  remember  of  that  coming  up  before  the 
settlement  was  made. 

The  Chairman.  Do  you  remember  it  coming  up  after  the  settle- 
ment? 

Mr.  Talbert.  Yes,  sir;  I  think  Mr.  Richardson  mentioned  the 
matter  to  me ;  that  is  being  investigated  at  the  present  time.  If  there 
was  any  removed,  the  contract  protects  us,  and  we  can  still  recover 
our  money. 

The  Chairman.  Is  that  concern  in  good  financial  condition  now? 
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Mr.  Talbert.  I  think  it  would  be  good  for  a  reasonable  amount  at 
the  present  time. 
The  Chairman.  Is  it  operating  its  other  plants  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Are  they  building  ships  there  ? 
Mr.  Talbert.  No,  sir;  just  repairmg. 
The  Chairman.  Repairing  Fleet  Corporation  ships  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  doing  any  business  for  other  concerns  ? 

Mr.  Talbert.  I  do  not  know.  I  understand  they  operate  a  general 
repair  plant  there. 

The  Chairman.  Is  Mr.  W.  J.  Payne  connected  with  that  concern  ? 

Mr.  Talbert.  He  is  the  president,  I  think,  of  the  Merrill-Stevens. 

The  Chairman.  Do  you  know  whether  there  was  any  subsidiary 
or  allied  concern  or  corporation  or  company  from  which  the  Merrill- 
Stevens  Co.  purchased  their  materials  or  supplies  ? 

Mr.  Talbert.  No,  sir;  I  do  not  know  about  that. 

The  Chairman.  Mr.  W.  J.  Payne  is  not  related  to  Judge  Payne 
at  all? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Do  you  remember  whether  there  is  involved  any 
excessive  payments  for  ship  plans  upon  which  commissions  were  paid 
to  Mr.  W.  J.  Payne  ? 

Mr.  Talbert.  It  was  never  called  to  my  attention. 

The  Chairman.  Did  you  ever  see  a  letter  from  Mr.  Cuthell  to  the 
eflFect  that  the  Merrill-Stevens  concern  was  in  excellent  condition  ? 

Mr.  Talbert.  I  have  seen, that  letter  several  months  ago.  I  do 
not  remember  a  statement  of  that  kind  in  it.  There  may  he,  but  I 
do  not  recall  it.  • 

The  Chairman.  You  have  seen  what  letter  ? 

Mr.  Talbert.  The  Cuthell  letter. 

The  Chairman.  What  was  that  letter?    What  was  the  purport 


Mr.  Talbert.  The  purport  of  it,  I  think,  largely  was  a  vindication 
of  the  acts  and  conduct  of  the  Merrill-Stevens.  It  stated  the  expenses 
and  costs  had  been  very  high  there,  but  that  Mr.  Payne  and  the 
Merrill-Stevens  Co.  had  been  very  badly  treated  by  the  Fleet  Cor- 
poration officials.    That  was  the  general  memorv  I  have  of  it. 

The  Chaorman.  When  was  that  letter  sent,  do  you  know? 

Mr.  Talbert.  I  could  not  tell  you  the  date  of  the  letter.  The 
letter  was  written  before  I  ever  came  with  the  Fleet,  I  think. 

The  Chairman.  Along  in  the  earlv  stages  of  their  contract  ? 

Mr.  Talbert.  Yes,  sir;  there  had  been  a  great  deal  of  trouble  down 
at  the  MerrUl-Stevens  plant,  and  in  the  first  place  the  contracts  were 
made  at  a  very  low  sum,  and  it  is  doubtful  whether  the  contractor 
could  ever  have  got  out  imder  the  best  conditions.  It  became  nec- 
essary for  the  Fleet  Corporation  to  advance  money  to  build  the  ships, 
and  we  kept  advancing,  and  they  kept  coming  back  fpr  more  money 
imtil,  as  tjie  condition  of  one  loan,  the  Fleet  Corporation  required 
them  to  practically  turn  over  their  plant  to  the  Fleet  Corporation, 
and  the  Fleet  named  a  man,  Mr.  Combrooks,  who  had  formerly  been 
with  the  Bethlehem  people  at  Sparrows  Point;  and  \mder  the  agree- 
ment Combrooks  was  to  go  in  and  take  fuU  charge  and  control  of  the 
Merrill-Stevens  Co.;  and,  if  I  remember  correctly,  Mr.  Payne,  the 
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president,  nor  the  directors  nor  any  of  the  old  officers  of  the  company, 
were  not  even  allowed  to  go  in  their  own  plant  or  about  it.  As  a 
condition  for  making  this  loan,  we  took  over  full  charge  and  control. 
It  afterwards  developed  that  Combrooks  was  not  on  the  job  very 
much  of  the  time,  and  costs  were  becoming  very  excessive,  and  the 
MerrilUStevens  Co.  were  sending  in  many  letters  and  protests  about 
the  facts  and  the  circumstances  down  there,  and  contending  that  they 
should  not  be  held  responsible,  for  these  excessive  costs  that  were 
occurring  imder  the  jurisdiction  of  Combrooks,  and  I  think  that  is 
the  reason  Cuthell  and  Cox  were  sent  down  there  to  investigate  the 
matter. 

The  Chairman.  Who  is  Mr.  Cox  ? 

Mr.  Talbert.  He  was  manager  of  the  ship  and  construction  divi- 
sion, I  think. 

The  Chairman.  They  made  an  investigation? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Did  they  make  a  report  ? 

Mr.  Talbert.  The  report  was  made,  I  think,  through  the  Cuthell 
letter;  I  may  not  have  all  of  these  details  and  facts. 
The  Chairman.  I  understand. 

Mr.  Talbert.  But  the  report  practically  vindicated  the  Merrill- 
Stevens  contention  at  the  time. 

The  Chairman.  That  these  excessive  costs  and  the  necessity  for 
further  loans  from  the  Fleet  Corporation  were  due  to  the  acts  of  the 
Fleet  Corporation's  representatives  ? 

Mr.  Talbert.  Yes.  Of  course,  the  Fleet  was  technically  taking 
the  position  that  Combrooks  was  not  its  representative;  that  Corn- 
brooks  was  Merrill-Steven's  representative,  because  they  agreed  in 
the  contract  to  turn  it  over  to  the  man'we  named. 

The  Chairman.  Did  you  ever  have  brought  to  your  attention  as  a 
member  of  the  claims  board  the  Sloan  Shipyards  matter  at  Anacortes  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  That  was  another  case  where  the  Fleet  Corporation 
put  a  man  in  charge  of  the  yards  and  then  took  the  position  that 
technically  he  was  not  their  representative  ? 

Mr.  Talbert.  Yes. 

The  Chairman.  And  practically  the  same  thing  happened  up 
there? 

Mr.  Talbert.  Yes,  sir. 

The  C^AIRMAN.  The  costs  went  up  and  matters  got  into  a  muddle, 
and  finally  operations  had  to  cease. 

Mr.  Talbert.  I  would  say  that  that  was  generally  the  condition; 
the  more  supervision  and  control  exercised  by  the  Fleet  as  a  rule  the 
worse  conditions  grew. 

The  Chairman.  And  the  more  it  cost  for  the  ships  ? 

Mr,  Talbert.  Yes,  sir.  I  do  not  say  that  meaning  that  the  Fleet 
was  not  content  to  do  it,  but  Government  operation  always  costs  more 
than  individual  operation. 

The  Chairman.  And  it  was  just  the  same  in  the  building  and  con- 
struction of  ships  under  Government  operation  as  it  was  in  the  opera- 
tion of  ships  or  other  utilities,  according  to  your  observation  and 
according  to  the  facts  in  these  various  cases  ? 

Mr.  Talbert.  Yes,  sir;  that  is  my  impression. 

The  Chairman.  Were  you  familiar  with  the  White  Haven  easel 

Mr.  Talbert.  Yes,  sir. 
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The  Chairman.  Is  that  a  case  where  the  claims  board  disallowed 
the  claim  of  the  contractor  ? 

Mr.  Talbert.  Yes,  sir;  it  was  disallowed  several  times  by  the 
claims  board. 

The  Chairman.  And  eventually  he  was  given  $30,000  cash  in 
settlement  ? 

Mr.  Talbert.  That  $30,000  claim  was  never  before  the  claims 
board.  That  was  a  claim  on  changes  and  extras,  and  under  the  regu- 
lar procedure  it  first  had  to  be  passed  on  by  the  district  manager,  that 
was  Mr.  Martin  over  here  at  Baltimore.  The  contractor  was  not 
satisfied  with  Mr.  Martinis  findings.  Then  the  case  went  to  the  man- 
ager of  the  construction  division,  Mr.  Martin's  superior  officer,  and 
wnile  Mr.  Pitt,  who  was  manager  of  construction,  was  considering  the 
case,  he  was  called,  I  think,  to  Washington,  and  took  the  matter  up 
directly  with  the  board  of  trustees.  The  regular  procedure  would 
have  been  for  Mr.  Pitt  to  have  made  his  report  to  the  claims  board,  and 
then  the  claims  board  to  have  made  a  recommendation  to  the  board  of 
trustees.  But  I  think  Mr.  Pitt  made  his  report  directly  to  the  board 
of  trustees  or  to  one  of  the  members  of  the  board  of  trustees. 

The  Chairman.  Do  you  remember  who  the  officers  of  the  White 
Haven  concern  were  ? 

Mr.  Talbert.  I  "know  one  of  them,  is  all. 

The  Chairman.  Who  is  he  ? 

Mr,  Talbert.  Mr.  Kobertson;  I  do  not  remember  his  initials;  he 
was  president,  I  think. 
The  Chairman.  He  is  the  only  officer  you  know  of  that  concern? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  What  was  the  reason,  if  you  know,  why  this  item 
of  $30,000  went  to  the  trustees  directly  and  skipped  the  claims  board  ? 

Mr.  Talbert.  I  remember  quite  distinctly  in  that  case  that  Mr. 
Robertson  had  been  sued,  and  1  think  there  was  a  petition  filed  to  put 
the  company  in  bankruptcy,  and  he  was  in  very  urgent  need  of  funds, 
and  I  presume  that  is  the  reason  that  Mr.  Pitt  was  asked  to  report 
directly  to  the  board  of  trustees. 

The  Chairman.  And  who  settled  the  claim  eventually  ? 

Mr.  Talbert.  The  board  of  trustees. 

The  Chairman.  Who  was  chairman  of  the  board  at  that  time  ? 
Mr.  Talbert.  Admiral  Benson. 

The  Chairman.  Did  your  investigation  of  that  matter — that  is,  the 
consideration  which  your  board  gave  to  the  matter — develop  that  the 
Government  or  the  Fleet  Corporation  owed  them  no  money,  from  all 
the  facts  you  had? 

Mr.  Talbert.  I  made  no  investigation  whatever  of  this  $30,000 
claim. 

The  Chairman.  No.  I  mean  without  that.  Eliminating  the 
$30,000  item — ^what  you  did  look  into — ^^^hat  was  the  situation  with 
reference  to  the  White  Haven  Co.  and  the  Fleet  Corporation? 

Mr.  Talbert.  White  Haven  was  admitted  to  the  Fleet  Corpomtion, 
oh— from  $75,000  to  $100,000. 

The  Chairman.  And  eventually,  in  settlement,  they  received  fur- 
thei  payment  of  some  $30,000. 

Mr.  Talbert.  I  could  not  answer  that;  I  do  not  know  anything 
about  how  much  actual  cash  they  got. 

17706^21— FT  9  ^9 
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The  Chairman.  You  do  not  know  the  actual  settlement  ? 
Mr.  Talbert.  No.  su*. 

The  Chairman.  After  it  was  settled  did  it  not  come  to  you  ? 
(No  response.) 

The  Chairman.  Who  reopened  it  ?  You  said  it  was  opened  several 
times. 

Mr.  Talbert.  I  did  not  have  reference  to  this  $30,000  claim  at  all. 
The  Chairman.  No;  I  mean  the  settlement. 

Mr.  Talbert.  Well,  we  had  no  cancellations  with  White  Haven; 
they  simply  had  one  claim,  and  that  was  a  claim  for  excess  wages; 
that  was  the  claim  I  had  reference  to. 

The  Chairman.  Yes,  sir. 

Mr.  Talbert.  That  we  disallowed  a  number  of  times;  that  was 
the  claim  for  $102,000.  That  first  came  before  the  general  cancella- 
tions, claims,  and  contracts  board  in  Philadelphia,  and  after  hearing 
Mr.  Robertson  the  claim  was  disallowed.  I  do  not  remember  whether 
a  formal  resolution  was  adopted  at  that  time  or  not»  but  at  least  he 
was  told  it  could  not  be  allowed. 

The  Chairman.  When  Mr.  Robertson  came  to  the  trustees  were 
you  asked  by  the  trustees  to  send  up  your  figures  or  the  results  of 
your  consideration  of  the  matter  ?  ^ 

Mr.  Talbert.  No,  sir.  I  can  tell  you,  I  think,  m  a  very  few  words 
the  procedure  that  they  went  through  on  this  White  Haven  matter. 

The  Chairman.  I  wish  you  would. 

Mr.  Talbert.  We  had  at  that  time  what  was  known  as  the  wage 
reimbursement  committee,  and  it  was  composed  of  three  men  whose 
duty  it  was  to  determine  how  much  was  due  on  excess  wages.  After 
this  claim  was  informally  disallowed  b}''  the  cancellations  board  in 
Philadelphia,  Mr.  Robertson  took  the  claim  up  with  the  wage  reim- 
bursement committee  here  in  Washiugton.  The  wage  reimbursement 
committee  passed  a  resolution  disallowing  the  claim.  Then  they 
made  a  report  on  that — while  they  were  not  compelled  to  under  the 
procedure  at  that  time — they  made  a  report  of  their  disallowance  and 
their  findings  to  the  construction  claims  board.  The  construction 
claims  board  then  considered  the  case,  and,  of  course,  Mr.  Robertson 
had  been  there  and  talked  to  the  various  members  every  time  he 
could  get  opportunity.  We  understood  all  the  conditions  and  facts 
in  the  case— and  eventually  the  construction  claims  board  passed  a 
resolution  confirming  and  agreeiug  with  the  report  of  the  wage 
reimbursement  committee  in  disallowing  the  claim,  and  that  was  the 
last  that  we  had  to  do  with  it. 

The  Chairman.  How  thoroughly  did  you  go  into  it,  you  and  the 
reimbursement  committee,  so  as  to  satisfy  yourselves  that  that  claim 
ought  to  be  disallowed  ? 

Mr.  Talbert.  Well,  we  made  a  very  exhaustive  study  of  the  case. 

The  Chairman.  I  mean  the  action  of  the  wage  reimbursement 
committee  and  the  claims  board  was  not  snap  judgment. 

Mn  Talbert.  Oh,  certainly  not. 

The  Chairman.  You  went  into  it  thoroughly? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  WTiat  was  the  claim  for  those  excess  wage  cost 
based  upon? 

Mr.  Talbert.  The  ship  cdnstruction  contract,  as  drawn,  provided 
that  the  wages  be  paid  for  work  done  under  this  contract  shall  be 
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the  wages  now  being  paid  on  the  Atlantic  coast,  and  I  think  it  refers 
to  some  wage  board.  The  language  .was  a  little  peculiar  in  this 
contract,  but  it  provided  that  the  wages  that  shoula  be  paid  should 
be  those  that  were  paid  in  the  regular  yards  and  under  the  regular 
rulings  at  the  time  that  the  contract  was  executed.  The  contractor, 
when  he  received  the  contract  in  that  form,  objected  to  it  very 
much,  because  his  yard  was  located  out  in  the  sticks,  there  in  Mary- 
land, some  place,  where  he  could  get  house  carpenters  and  men  who 
would  work  at  a  much  cheaper  rate  than  they  were  paying  at  these 
regular  shipbuilding  yards,  and  he  went  to  the  construction  division 
in  Philadelphia  and  called  on  Mr.  Tebbetts,  who  was  assistant  to 
Mr.  Hayworth,  manager  of  wood  ship  construction,  and  told  Tebbetts 
the  condition  that  existed  in  his  yard,  and  that  if  he  agreed  to  pay 
those  wages  it  would  be  a  hardship  on  him,  and  that  he  would  have 
to  have  an  increase  in  price,  and  Mr.  Robertson  claims  Tebbetts  told 
him  at  the  time,  ''Well,  you  go  ahead  and  sign  this  contract,  and  we 
will  fix  that  with  you  later  on.  You  can  not  afford  to  hold  off.  You 
want  to  get  to  building;  and  you  go  ahead  and  sign  the  contract, 
and  we  will  fix  that  up  afterwards.'' 
The  Chairman.  Yes. 

Mr.  Talbert.  And  the  whole  claim  is  based  on  that.  Mr.  Robert- 
son and  his  attorneys  took  the  position  that  he  was  not  boimd  by 
the  contract,  in  view  of  the  verbal  statement  made  to  him  by  a 
fleet  employee. 

We  got  an  affidavit  from  Tebbetts,  and  in  a  limited  way  it  corrobo- 
rated what  Robertson  said,  but  not  to  the  full  extent;  and  we  had 
one  of  our  best  lawyers  go  into  the  case  very  carefully  and  go  to  the 
library  and  make  a  report  to  us  and  give  an  opinion  as  to  whether 
or  not  there  was  sufficient  pounds  to  nullify  the  contract,  or  to  set 
aside  that  provision  regardmg  wages. 

The  Chairman.  What  did  Hayworth  say  about  it? 

Mr.  Talbert.  Hayworth  was  not  consulted. 

The  Chairman.  Who  was  the  man? 

Mr.  Talbert.  He  was  the  manager. 

The  Chairman.  He  was  the  man  who  told  him  to  go  ahead,  was 
he  not  ? 

Mr.  Talbert.  No;  Tibbitts  was  the  man. 
The  Chairman.  Where  did  Hayworth  come  in? 
Mr.  Talbert.  Hayworth  was  Tebbetts's  superior. 
The  Chairman.  What  did  he  tell  him? 

Mr.  Talbert.  He  told  him — I  would  hate  to  quote  what  is  in  that 
letter. 

The  Chairman.  I  understood  you  to  say — the  reason  I  am  asking, 
Mr.  Talbert,  is  that  I  understooa  you  to  say  that  Hayworth  told  him 
to  go  ahead. 

Mr.  Talbert.  No;  he  did  not  talk  with  Hayworth  when  he  went 
there.  He  went  to  Tebbetts,  who  was  Hayworth' s  assistant,  and 
he  states  the  case  a  good  deal  stronger  than  Mr.  Tebbetts  does.  In 
fact,  when  you  take  Mr.  Tebbetts' s  statement,  it  does  not  give  much 
help  to  the  contractor,  and  we  took  position  that  as  a  legal  proposi- 
tion we  had  no  right  to  re-form  the  contract. 

The  Chairman.  Just  a  minute. 

Mr.  Steele.  Can  you  state,  briefly,  just  to  what  extent  his  testi- 
mony was  corrobated  that  he  would  be  helped  out  on  the  contract? 
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Mr.  Talbert.  Mr.  Tebbetts  states  that  Mr.  Robertson  did  come  to 
him  and  have  a  conversation  with  him,  but  he  is  very  indefinite  as 
to  just  what  he  told  him.  In  other  words,  he  does  not  corroborate 
fully  Mr.  Robertson.    I  can  give  you  that  letter  and  that  affidavit. 

The  Chairman.  Perhaps  w^  would  Mke  to  have  them. 

Mr.  Steele.  It  is  very  important,  I  think,  to  have  them. 

(The  data  requested  of  witness,  together  with  letter  of  transmittal, 
is  here  printed  m  full.) 

United  States  Shipping  Board, 
Emergency  Fleet  Corporation. 

Washington^  January  IS,  1921. 

Hon.  Joseph  Walsh,  M.  C, 

House  Office  Building,  Washington,  D.  C. 

My  dear  Congressman  :  Pursuant  to  our  understanding,  I  am  sending  you  by  special 
messerger  a  copy  of  the  affidavit  of  Mr.  G.  E.  Tebbetts  concerning  the  verbal  under- 
standing had  with  Mr.  Robertson,  president  of  the  White  Haven  Shipbuilding  Co. 

In  order  that  you  may  fully  understand  the  controversy  in  the  case,  I  am  also  sending 
you  a  copy  of  the  sworn  testimony  given  by  Mr.  Robertson,  and  also  a  copy  of  the 
opinion  of  Col.  J.  A.  Tyson  upon  the  legal  aspects  of  the  case. 

I  should  be  glad  to  furnish  you  any  further  information  upon  request. 
Your?,  very  respectfully, 

James  Talbert, 
Chairman,  Constructidn  Claims  Board, 

Mr.  Robertson  first  being  duly-sworn  by  John  A.  Lutz,  notary  public  for  the  District 
of  Columbia,  upon  oath  testified  as  follows: 
I  Col.  GoFF.  What  is  your  full  name? 
!  ^r.  Robertson.  Hilton  W.  Robertson. 

Col.  GoFF.  Where  do  you  live,  Mr.  Robertson? 
^  Mr.  Robertson.  White  Haven,  Maryland. 

Col.  GoFF.  What  is  your  business  or  occupation? 
f  Mr.  Robertson.  Shipbuilder. 

Col.  GoFF.  You  entered  into  a  contract  with'  the  United  States  Shipping  Board 
Emergency  Fleet  Corporation  in  the  year  1918? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  How  many  contracts,  if  any,  did  you  make  with  the  Fleet  Corporation? 

Mr.  Robertson.  One  contract. 

Col.  GoPF.  Did  you  have  no  more  than  one  contract? 

Mr.  Robertson.  That  is  all. 

Col.  GoFF.  What  was  the  number  or  initial  description  of  that  contract? 
Mr.  Robertson.  No.  406-WBC. 

Col.  GoFF.  Have  you  a  copy  of  that  contract  with  you? 
Mr.  Robertson.  No,  sir. 

Col.  GoFF.  Now,  you  make  some  claim  growing  out  of  an  adjustment  of  labor  

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  which  you  charge  grew  out  of  the  making  of  the  Contract  #406-T^^C? 

Mr.  Robertson.  Correct. 

Col.  GoFP.  When  was  this  contract  signed,  if  you  know? 
Mr.  Robertson.  The  first  week  in  October. 

Col.  GoFP.  That  is  to  say,  the  contract  which  you  actually  signed  on  the  day 

of  October,  but  which  was  dated  as  of  July  30,  1918,  and  which  I  now  show  you,  was 
a  contract  in  recognition  of  an  order  imder  which  you  had  done  work  for  the  Fleet 
Corporation  from  July,  1918,  until  the  day  of  October? 

Mr.  Robertson.  Correct. 

Mr.  Talbert.  What  position,  if  any,  did  you  hold  with  the  White  Haven  Ship- 
building Co.  at  the  time  of  the  giving  of  the  order  and  signing  of  the  contract  above 
mentioned? 

Mr.  Robertson.  Fifty  per  cent  owner  and  general  manager. 

Mr.  Talbert.  The  White  Haven  Shipbiiilding  Co.  is  a  chartered  company,  I 
understand?  \ 
Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  Who  are  the  other  charter  members  of  the  company,  beside  yourself? 
Mr.  Robertson.  W.  A.  Anders  and  George  H.  Larmore,  of  Wmte  Haven,  Md. 
Mr.  Talbert.  Did  either  of  the  other  owners  conduct  any  negotiations  with,  the 
Fleet  Corporation? 
Mr.  Robertson.  No,  sir. 
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Col.  GoPF.  Now  state  the  circumstances  under  which  this  order,  in  recognition  of 
which  the  contract  dated  July  30  was  executed,  was  issued. 

Mr.  Robertson.  During  July  we  received  a  letter  from  the  Shipping  Board  ask- 
ing us  to  build  some  of  these  wooden  schooner  barges,  and  we  were  sent  some  blue 
prints  with  which  to  figure  our  estimate  from.  We  proceeded  to  figure  our  estimate 
on  the  scale  of  wages  mat  our  yard  was  then  paying.  I  went  to  Philadelphia  with 
this  estimate  and  was  told  by  the  contract  division  that  the  board  had  agreed  to 
pay  1190,000  per  ship,  which  was  about  $1,000  more  than  our  estimate.  The  order 
was  given  to  us,  and  a  letter  to  that  effect  written  to  us. 

CoT.  GoFP.  By  whom  was  that  letter  written? 

Mr.  Robertson.  The  manager  of  wood  ship  construction  division,  Mr.  James  P. 
Heyworth. 

Col.  GoFF.  Can  you  produce  the  letter? 

Mr.  Robertson.  No,  I  haven't  it  with  me. 

Col.  GoFP.  Where  is  the  letter? 

Mr.  Robertson.  Down  at  the  plant. 

Col.  GoFF.  Can  you  send  it  in? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  When? 

Mr.  Robertson.  By  Monday. 

Col.  GoFP.  Bid  you  see  anyone  representing  the  Emergency  Fleet  Corporation 
after  the  receipt  of  that  letter  and  before  you  went  to  Philadelphia? 
Mr.  Robertson.  Yes,  sir. 
Col.  GoFP.  Whom  did  you  see? 
Mr.  Robertson.  James  Berkerley. 
Col.  GoFP.  Where  did  you  see  him? 
Mr.  Robertson.  Baltimore. 
Col.  GoFF.  Who  was  he? 

Mr.  Robertson.  He  was  the  district  manager  for  the  middle  Atlantic  district, 
called  the  third  of  the  Shipping  Board. 

Col.  GoFP.  Why  did  you  see  him  in  connection  with  this  letter  to  which  you  have 
just  referred? 

Mr.  Robertson.  We  had  to  operate  under          Our  yard  was  in  his  district. 

Col.  Gopp.  What  was  the  purpose  of  your  seeing  him  before  you  had  made  a  con- 
tract with  the  Emergency  Fleet  Corporation? 

Mr.  Robertson.  To  get  the  plans  with  which  to  figure  our  proposal. 

Col.  Gopp.  What  were  the  details,  in  substance,  of  this  letter  which  you  will  send 
to  the  Construction  Claims  Board? 

Mr.  Robertson.  The  letter  came  to  'our  plant  saving  that  we  were  in  a  position  to 
do  work  of  this  character  in  building  these  2,500  ton  wooden  schooner  barges,  and 
that  they  would  very  much  like  us  to  file  a  proposal  for  building  them  for  the  Emer- 
gencv  Fleet  Corporation.   That  is  the  substance  of  the  letter. 

Col.  GopF.  Then,  as  I  understand  it,  after  the  receipt  of  this  letter  you  proceeded 
to  Baltimore,  saw  the  district  manager,  obtained  infornation  and  plans  he  possessed, 
and  went  directly  to  Philadelphia  to  see  the  writer  of  the  letter  to  which  you  have 
referred? 

Mr.  Robertson.  Correct. 

Col.  Gopp.  Whom,  if  anvone,  did  you  see  in  Philadelphia? 

Mr.  Robertson.  I  saw  Mr.  R.  E.  Talbert  of  the  contract  division. 

Col.  Gopp.  What,  if  anything,  transpired  between  you  and  him  relative  to  the  pro- 
posal contained  in  the  letter  to  which  you  have  referred? 

Mr.  Robertson.  I  figured  my  estimate  and  presented  it  to  Mr.  Talbert,  and  Mr. 
Talbert  made  the  remark  that  my  estimate  was  within  a  thousand  dollars  of  what  they 
agreed  to  pay,  and  he  proceeded  to  have  the  order  written  and  gave  it  to  us  for  the 
construction  of  two  ships. 

Col.  Gopp.  Have  you  a  copy  of  that  order,  or  original  order? 

Mr.  Robertson.  No,  sir.   You  have  a  copy  of  that  letter-order  here. 

Col.  GoFF.  Then  the  written  communications  between  you  and  Mr.  R.  E.  Talbert 
at  the  time  of  your  first  visit  to  Philadelphia  are  incorporated  in  the  record  papers  of 
this  claim  now  on  file  in  the  office  of  the  Emergency  Fleet  Corporation,  Washington, 
D.  C? 

Mr.  Robertson.  Yes,  sir. 

Col.  Gopp.  What  did  you  do  next  after  your  interview  with  Mr.  Talbert  in  Phila- 
delphia? 

Mr.  Robertson.  The  order  was  handed  to  me  on  that  day.  I  went  to  Baltimore 
to  see  Mr.  Beckerley,  and  showed  him  the  order.  He  made  a  memorandum,  marked 
it  up  on  his  map  that  the  Wood  Haven  Shipbuilding  Co.  was  to  start  work,  and  we 
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i  mmediately  started  constructing  two  new  launching  ways  and  getting  out  the  whit  e 
oak  timber  for  these  ships. 

Col.  Gopp.  What  were  you  required  to  do  by  the  terms  of  this  order? 

Mr.  Robertson.  By  the  terms  of  this  order  we  were  required  to  cooperate  with  the 
district  office  in  Baltimore,  in  reference  to  tJie  lumber;  they  were  to  help  us  to  plSjCe 
the  orders  with  the  mills  best  suited  to  supply  this  lumber.  All  the  other  material 
we  purchased  ourselves — the  biggest  portion  of  it  from  R.  R.  Hoffman  Co.,  which 
gave  us  the  best  price. 

Col.  Gopp.  Were  there  any  clauses  or  terms  in  the  order  to  which  you  at  any  time 
took  exception? 

Mr.  Robertson.  No,  sir;  not  in  the  order. 

Col.  Gopp.  After  the  receipt  of  the  order,  to  which  you  have  referred,  July  30,  1918, 
you  returned,  as  you  say,  to  your  place  of  business  and  proceeded  to  construct  two 
wooden  barges  for  the  Emergency  Fleet  Corporation. 

Mr.  Robertson.  Correct. 

Col.  Gopp.  What  scale  of  wages  were  you  operating  under  in  your  yard  on  the  30th 
of  July,  1918? 

Mr.  Robertson.  We  were  operating  on  our  own  basis  rate  on  which  our  estimate 
was  figured.  We  were  paying  our  first-class  carpenter  50  cents  an  hour,  our  second- 
class  carpenter  40  cents  an  hour,  and  so  on  down.  No  man  in  our  yard  was  getting 
more  than  50  cents  an  hour — except  our  foreman  who  was  getting  70  cents — and  we 
worked  from  July  30th  to  the  Ist  of  October  on  these  rates. 

Col.  Gopp.  As  I  understand  it,  in  July,  1918,  with  the  exception  of  the  foreman 
who  received  70  cents  an  hour,  the  maximum  rate  of  wages  paid  the  man  employed 
in  your  yard  was  50  cents  an  hour.    What  was  the  minimum  rate  paid  at  that  time? 

Mr.  Robertson.  Twenty-five  cents  an  hour. 

Col.  Gopp.  Then  between  the  30th  day  of  July,  1918,  and  the  first  week  of  October, 
1918,  the  scale  of  wages  paid  in  your  yard  was  the  scale  to  which  you  have  just  invited 
attention? 

Mr.  Robertson.  Yes,  sir. 

Col.  Gopp.  Now,  when  you  were,  as  you  say,  presented  with  a  contract  during  the 
first  week  of  October,  1918,  which  related  to  the  agreement  existing  between  the 
White  Haven  Shipbuilding  Company  and  the  Emergency  Fleet  Corporation  from 
the  30th  day  of  July,  1918,  until  the  date  you  received  the  contract,  you  discovered 
that  Paragraph  II  of  said  agreement  provided  in  the  following  words  and  figures  the 
wages  which  were  to  be  paid  in  your  yard: 

"11.  It  is  agreed  that  the  wages  paid  shall  be  those  fixed  by  the  Shipbuilding 
Wage  Adjustment  Board  for  the  Atlantic  Coast  District  and  effective  as  of  the  date 
of  this  contract.  In  the  event  the  adjustment  board  shall  make  any  general  increase 
in  the  scale  of  wages,  the  net  increase  in  labor  cost  for  the  barges  shall  be  borne  by 
the  owner,  except  as  provided  in  section  13  hereof;  in  the  event  of  any  decrease 
the  owner  shall  receive  the  sole  benefit  thereof.  If  Sunday,  holiday,  or  overtime 
work  be  resorted  to,  it  shall  be  without  additional  expense  to  the  owner  unless  spe- 
cifically authorized  by  the  owner  in  advance  " 

Mr.  Robertson.  The  clause  in  the  order  stated  we  were  protected  on  wage  scale 
and  freight  rate  in  effect  as  of  that  date.  The  contract  which  we  received  the  first 
week  in  October  by  paragraph  II  stated  '*the  wages  paid  shall  be  those  fixed  by  the 
Shipbuilding  Wage  Adjustment  Board  for  the  Atlantic  coast  district  and  effective 
as  of  the  date  of  thfs  contract." 

Col.  Gopp.  In  what  respect,  as  far  as  yoti  know,  in  October,  1918,  did  tjie  scale  of 
wages  under  which  you  were  operating  differ  from  the  scale  fixed  by  the  Shipbuilding 
Wage  Adjustment  Board  for  the  Atlantic  Coast  District,  and  which  was  to  be  made 
the  effective  scale  by  the  terms  of  the  agreement  dated  July  30,  1918,  and,  in  fact, 
as  you  say,  executed  during  the  first  week  of  October,  1918? 

Mr.  Robertson.  I  have  nled  with  the  Wage  Adjustment  Board  a  copy  of  our  weekly 
pay  roll  for  the  week  ending  October  2,  showing  the  men,  the  numbers,  and  the  rate 
that  we  paid  on  this  specific  contract.  I  also  filed  with  this  wage  board  a  copy  of  our 
first  pay  roll  for  the  week  ending  October  9,  showing  increases  we  were  compelled 
to  stand  by  reason  of  that  clause  in  the  contract. 

Col.  Gopp.  Have  you  copies  of  these  statements  with  you? 

Mr.  Robertson.  No,  sir;  they  are  here  in  this  office  in  Washington. 

Col.  Gbpp.  By  that  you  mean  they  were  filed  with  the  Wage  Adjustment* Board? 

Mr.  Robertson.  Yes,  sir. 

Col.  Gopp.  According  to  your  best  recollection,  when  did  you  physically  execute 
the  contract  described  as  No.  406-WBC,  and  dated  July  30,  1918? 
Mr.  Robertson.  October  4  or  5. 
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Col.  GoFP.  Did  you  know  before  you  signed  the  contract,  as  you  have  stated,  that 
paragraph  11  bound  you  to  pay  a  different  scale  of  wages  than  you  did  pay  under  the 
scale  observed  in  your  yard? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFP.  When  did  you  first  discover  it? 

Mr.  Robertson'.  Immediately  upon  the  receipt  of  the  original  contract  to  be  signed, 
which  was  mailed  from  the  Philadelphia  office  September  30. 
Col.  GoFP.  Did  you  sign  it,  or  did  you  go  to  Philadelphia  before  you  si^ed  it? 
Mr..  Robertson.  I  w-ent  to  Philadelphia  with  the  contract,  refusing  to  sign  it. 
Col.  GoFP.  Whom  did  you  see? 

Mr.  Robertson.  I  asked  for  Mr.  James  O.  Hey  worth,  in  charge  of  wood-ship  con- 
struction, and  was  referred  to  his  assistant,  Mr.  (jeorge  E.  Tebbetts. 
Col.  GoFF.  Did  you  see  Mr.  Tebbetts? 
Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  I  will  ask  you  if,  at  the  time  you  saw  Mr.  Tebbetts,  he  was  the  assistant 
manager  of  the  wood  division  of  composite  construction? 
Mr.  Robertson.  He  was. 
Col.  GoFF.  Who  referred  you  to  Mr.  Tebbetts? 

Mr.  Robertson.  Mr.  Heyworth's  secretary,  I  suppose,  or  some  gentleman  in  Mr. 
Heyworth's  office,  who  stated  that  Mr.  Hey  worth  was  m  a  conference  and  Mr. 'Tebbetts 
would  straighten  out  any  matter. 

Col.  GoFF.  Then  you  did  not  see  Mr.  Heyworth? 

Mr.  Robertson.  No,. sir. 

Col.  GoFF.  State  whether  you  had  ever  met  Mr.  Tebbetts  prior  to  the  occasion  to 
which  you  have  just  referred. 
Mr.  Robertson.  I  don't  think  I  had  ever  met  him  before. 
Col.  GoFF.  Did  you  see  him  at  the  time  and  place  in  question? 
Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  State,  if  you  will,  what  transpired — what,  if  anything,  you  said  to  him, 
and  what,  if  anything,  he  said  to  you. 

Mr.  Robertson.  I  asked  for  Mr.  Heyworth,  was  referred  to  Mr;  Tebbetts,  and  I 
objected  to  the  clause  in  the  contract  compelling  us  to  pay  a  wage  which  \\  as  different 
from  our  basic  rate  we  were  paying  then  in  our  j^ard  and  operating  on  this  specific  con- 
tract. I  told  him  that  I  had  never  heard  of  a  shipbuilding  wage  adjustment  board  and 
did  not  know  what  their  rates  were  which  would  compefus  to  pay  according  to  their 
clause  in  the  contract.  Mr.  Tebbetts  replied  to  go  ahead  and  sign  the  contract  as  we 
had  signed  the  order,  and  that  the  wage  increase  would  be  taken  care  of,  as  they  were 
being  taken  care  of  on  the'  Ferris  type  ships.  He  also  stated  that  the  contracts  had 
been  let  for  too  low  a  price  and  all  the  board's  contracts  would  be  adjusted.  And  on 
the  strength  of  that  assurance  we  signed  the  contract. 

Col.  GoFP.  At  the  time  of  this  inten  iew,  did  you  have  with  you  the  order  of  July  30, 
1918,  authorizing  you  to  proceed  with  the  construction  of  the  two  wooden  schooner 
barges? 

Robertson.  I  had  the  order  with  me  and  the  contract. 

Col  GoFF.  Did  you  and  Mr.  Tebbetts  at  that  time  give  any  attention  to  paragraph  4 
of  such  order,  in  the  following  language: 

'*Full  protection  to  be  given  your  company  on  labor  and  freight  above  existing 
Atlantic  coast  rates?  " 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFP.  What  attention  or  discussion  did  you  give  to  that  clause? 

Mr.  Robertson.  I  called  Mr.  Tebbetts' s  attention  to  the  difference  in  the  wording 
of  the  clause  in  the  order  merely  stating  we  were  protected,  and  the  clause  in  the 
contract  compelling  us  to  do  something. 

Col.,GoFF.  Did  vou  specify  wherein  the  language  of  paragraph  4  of  the  order  of 
July  Sbth  differed  from  the  provisions  of  paragraph  11  of  the  contract  which  you  were 
requested  to  sign. 

Mr.  Robertson.  I  did,  yes  sir. 

Col.  GoFP.  State,  please,  as  fully  as  you  can,  what  you  said  by  way  of  construction 
or  interpretation,  and  what,  if  anything,  Mr.  Tobbetts  said. 

Mr.  Robertson.  I  stated  that  we  were  a  non-union  yard,  we  had  always  made 
our  own  rates,  we  had  always  worked  ten  hours  a  day,  with  the  exception  of  three 
months  a  year  during  which  we  worked  nine  hours  a  day,  that  the  order 'clause,  as 
I  understood  it,  stated  we  were  protected  in  the  eveht  we  would  have  to  pay  a  higher 
scale  than  we  were  then  paying.  Mr.  Tebbetts  stated  that  it  was  his  understanding 
that  the  provision  in  the  contract  provides  for  that  protection. 

Col.  GoFP.  Did  you  at  that  time  tell  Mr.  Tobbetts  the  scale  of  wages  prevailing  in 
your  plant? 

Mr.  Robertson.  No  sir. 
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Col.  GoFF.  Did  you  at  that  time  make  any  effort  to  learn  what  was  the  existing 
Atlantic  Coast  rate? 
Mr.  Robertson.  Yes  sir. 
Col.  GoFF.  What  did  you  do? 

Mr.  Robertson.  I  went  to  Baltimore,  called  on  Mr.  Beckerly,  told  him  that  we 
both  signed  the  original  contract,  asked  him  what  the  rates  were,  and  he  referred  me 
to  Mr.  Overend's  office.  Mr.  Overend  wrote  a  letter  to  our  plant  setting  forth  the 
wages  we  were  to  pay.  Mr.  Beckerley  told  me  that  he  would  not  OK  another  pay 
roll  voucher  unless  it  was  at  the  rate  of  the  Shipbuilding  Wage  Adjustment  Boaril 
rate. 

Col.  GoFF.  Was  the  rate  of  wages  which  you  were  then  given  in  excess  of  the  rate 
of  wages  which  you  had  been  paying? 
Mr.  Robertson.  Yes  sir,  very  much  so. 
Col.  GoFF.  What  then  did  you  do? 

Mr.  Robertson.  W^e  proceeded  to  increase  each  man's  wages  in  the  yard  and  paid 
the  new  scale  of  wages,  and  I  have  always  been  fighting  with  Philadelphia — ^Mr. 
Tebbetts^s  oflice — to  get  the  adjustment  on  this  contract  whereby  we  would  be  taken 
care  of  for  this  excess  wage. 

Col.  GoFF.  What  was  the  new  scale  of  wages? 

Mr.  Robertson.  The  new  scale  of  wages  increased  every  man  in  our  yard  from 
ten  cents  per  hour  to  twenty-five  cents  per  hour.  First-class  carpenter  rate  was 
seA^entv-four  cents,  second  class  was  sixty-five  cents,  and  carpenter's  helper  was 
forty-six  cents,  and  so  on  down. 

Cbl.  GoFF.  That  was,  as  you  understood  it,  the  existing  Atlantic  Coast  rate? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  Now  did  you,  at  the  time  you  obtained  this  Atlantic  Coast  rate  from  Mr. 
Overend,  have  in  mind  the  provisions  of  section  4  of  the  order- letter  of  July  30,  1918, 
that  you  were  to  be  protected  on  all  labor  charges  over  and  above  the  existing  Atlantic 
Coast  rate? 

Mr.  Robertson.  We  understood  that  we  were  to  have  our  contract  adjusted  to  take 
care  of  this  added  increase  of  waees  we  were  compelled  to  pay. 

Col.  GoFF.  You,  of  course,  understood  that  the  rate  given  you  by  Mr.  Overend  was 
the  existing  Atlantic  Coast  rate,  and  that  it  was  not  a  rate  over  and  above  the  existing 
rate,  did  you  not? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFP.  Then  the  rate  which  Mr.  Overend  gave  you  at  the  time  to  which  you  have 
referred  was  not  a  rate  above  the  existing  rate  by  which  in  fact  the  existing  Atlantic 
Coast  rate,  as  you  understood  it. 

Mr.  Robertson.  I  understood  it  that  the  existing  rate  was  our  basic  rate — ^the  rate 
we  were  paying  in  our  yard.  That  was  our  existing  rate,  because  I  did  not  know  that 
there  had  been  a  separate  scale  set  down  to  govern  shipyards  doing  this  wort. 

Col.  GoFF.  I  now  call  yoiu*  attention  to  paragraph  4  of  the  order-letter  of  July  30, 
1918,  which  guarantees  your  company  full  protection  on  all  labor  rates  over  and  above 
existing  Atlantic  Coast  rates,  and  ask  you  if  that  sentence  does  not  mean  that  you  were 
to  be  protected  only  when  required  to  pay  a  labor  rate  in  excess  of  the  Atlantic  Coast 
rate? 

Mr.  Robertson.  I  understood  that  to  be  true,  but  figured  that  the  word  "protec- 
tion" did  not  include  our  yard,  because  we  are  a  nonunion  yard,  and  this  clause  in 
paragraph  4  of  the  order  stated  we  were  protected.  Now  that  clause  does  not  say  you 
nave  got  to  do  so  and  so,  and  having  that  in  mind,  I  paid  no  attention  whatever  to  that 
view  of  tlie  order  to  be  given  our  company,  but  I  did  object  to  the  clause  in  the  contract 
compelling  us  to  pay  this  scale. 

Col.  GoFF.  Then  the  language  of  the  section  4  of  the  order-letter  of  July  30  is  in 
no  sense  inconsistent  with  the  language  in  paragraph  11  of  the  contract  or  July  30, 
1918,  binding  you  to  pay  the  rate  fixed  by  the  shipbuilding  wage  adjustment  board? 

Mr.  Robertson.  They  are  not  the  same  clauses,  and  I  never  interpreted  them  to 
be  the  same. 

Col.  GoFF.  Well,  now  you  are  required  by  section  11  of  the  'contract  of  July  30  to 
pay  in  your  yard  the  scale  of  wages  fixed  by  the  shipbuilding  wage  adjustment 
board? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  You  were  told  in  the  order-letter  of  July  30,  in  paragraph  No.  4,  that 
yoiu*  company  would  be  protected  on  all  labor  scales  over  and  above  the  existing 
Atlantic  coast  rates? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  You  understand  by  the  language  of  the  order-letter  that  if  you  were  re- 
quired by  any  labor  organization  to  pay  a  rate  over  and  above  the  rate  fixed  by  the 
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shipbuilding  wage  adjustment  board,  that  then  you  would  be  protected,  and  only 
then.   Is  that  your  understanding? 
Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  Now,  did  you  have  any  other  or  further  conversation  with  Mr.  Tobbetts 
other  than  what  you  have  set  forth? 

Mr.  Robertson.  No,  sir;  because  Mr.  Tebbetts  left  the  Fleet  Corporation  shortly 
after. 

Col.  Gofp.  Will  you  state  again,  as  nearly  as  you  can  recall  it,  the  conversation, 
the  exact  language  you  used  in  objecting  to  the  contract  of  July  30  because  it  re- 
cjuired  you,  in  paragraph  11,  to  pay  a  wage  to  be  fixed  by  the  shipbuilding  wage  ad- 
justment board  for  the  Atlantic  coast  district  at  the  time  you  complained  concerning 
ing  this  provision  to  Mr.  Tebbetts,  in  the  first  week  of  October,  1918. 

Mr.  Robertson.  Immediately  upon  receipt  of  this  contract,  I  took  it  and  the  ordei 
to  Philadelphia,  asked  to  see  Mr.  Heyworth,  was  referred  to  Mr.  Tebbetts.  I  objected 
to  the  clause  in  the  contract  compelling  us  to  pay  a  scale  of  wages  fixed  by  a  Ship- 
building Wage  Adjustment  Board  which  was  different  from  our  clause  in  the  order. 
Mr.  Tebbetts  stated  to  me  that  it  was  all  right  to  sign  the  contract,  that  we  would  be 
taken  care  of  by  the  added  increase  of  wages  we  were  compelled  to  pay  as  all  Ferris 
type  ship  contracts  had  been  taken  care  of.  He  also  stated  that  all  of  the  barges  had 
been  let  too  low  and  all  of  the  contracts  would  have  to  be  adjusted.  These  were  his 
two  statements.   On  the  strength  of  his  statements  we  signed  the  contracts. 

Col.  GoFF.  Where  did  :^'ou  sign  it? 

Mr.  Robertson.  At  White  Haven. 

Col.  GoFF.  Did  you  ever  have  any  paper  writing  of  any  character  or  description 
embod:v  ing  this  conversation  between  you  and  Mr.  Tebbetts? 

Mr.  Robertson.  Yes,  sir.  Mr.  Tebbetts  subsequently  reduced  to  writing  his  recol- 
lection of  the  conversation  in  the  form  of  a  statement  which  I  now  call  to  your  attention. 

Col.  GoFF.  The  paper  which  you  now  hand  me  is  in  form  an  affidavit  setting  forth 
the  recollection  of  Mr.  Tebbetts? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoPF.  This  affidavit  dated  January  6,  1920,  was  executed  under  what  circum- 
stances? 

Mr.  Robertson.  I  was  told  by  Mr.  Gillen  that  if  Mr.  Tebbetts  would  .sfive  an 
affidavit  to  the  fact  that  he  stated  we  would  be  taken  care  of  in  the  increased  cost 
of  wages — 1  told  Mr.  Gillen  I  could  get  an  affidavit  from  Mr.  Tebbetts,  which  I  pro- 
ceeded to  do. 

Col.  GoFF.  And  this  is  the  affidavit  (producing  the  affidavit  and  showing  it  to  Mr. 
Robertson)? 
Mr.  Robertson.  Yes,  sir. 
Col.  GoFF.  You  are  familiar  with  its  contents  ? 
Mr.  Robertson.  Yes,  sir. 

Col.  GoPF.  Does  it  set  forth  the  complete  conversation  and  understanding  which 
you  had  with  Mr.  Tobbetts  in  October,  1918  ? 
Mr.  Robertson.  In  substance;  yes,  sir. 

Col.  Gofp.  Do  you  now  recall  any  other  fact  or  circumstances  not  embodied  in  this 
paper,  and  to  which  you  can  testify  at  this  time? 

Mr.  Robertson.  Well,  on  two  occasions  after  this  contract  was  signed  I  was  in 
Philadelphia,  and  Mr.  Tebbetts  stated  that  they  were  proceeding  to  adjust  all  their 
wooden  barge  contracts. 

Col.  Gofp.  Your  answer  is  not  responsive  to  my  question  which  is  aimed  at  inquiry 
whether,  in  the  conversation  covered  by  the  affidavit  of  Mr.  Tobbetts,  any  further 
conversation  or  matter  was  discussed  which  he  does  not  refer  to. 

Mr.  Robertson.  In  substance  the  affidavit  embodies  the  entire  conversation  and 
imderstanding  which  Mr.  Tebbetts  and  I  had  in  October.  1918. 

Col.  Gofp.  Did  you  at  any  time  after  July  30,  1918,  other  than  the  conversation  of 
October  of  that  year,  discuss  with  any  member  of  the  Emergency  Fleet  Corporation 
the  subject  of  wage  protection  under  your  contract  ? 

Mr.  Robertson.  At  every  time  I  went  to  Philadelphia  on  business  I  always  made 
it  a  point  to  see  some  official  of  the  Shipping  Board  in  reference  to  the  promise  of  Mr. 
Tebbetts  that  we  would  be  taken  care  of  in  the  increased  wages  we  were  paying.  I 
stated  on  numerous  occasions  that  if  we  had  to  pay  the  increased  wages  the  ships 
could  not  be  built  for  $190,000,  but  was  always  told  that  it  would  be  in  the  nature  of 
a  claim  and  would  have  to  be  filed  as  such:  Now,  during  all  of  that  time  there  wa.^  nr 
adjustment  made,  the  contract  price  was  spent,  and  the  ships  not  completed. 

Col.  Gopp.  Did  you  have  any  conversation  with  any  officer  of  the  Fleet  Corporation 
in  the  year  1919  concerning  wage  protectioti? 

Mr.  Robertson.  Yes,  sir. 

Col.  Gopp.  When? 
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Mr.  Robertson.  August. 
Col.  GoFP.  With  whom? 

Mr.  Robertson.  With  the  district  officers  in  Baltimore  and  Philadelphia. 

Col.  GoFF.  Did  you  talk  to  any  officer  at  the  head  of  any  of  the  departments  of  the 
Fleet  Corporation  in  Philadelphia? 

Mr.  Robertson.  Yes.  I  talked  with  Mr.  McNary  and  Mr.  R.  E.  Talbert,  and  also 
Mr.  Pitts. 

Col.  GoPF.  What  did  you  say? 

Mr.  Robertson.  I  explained  to  them  the  condition  which  we  had  operated  under, 
why  the  contract  price  had  been  spent,  and  why  the  ships  had  not  been  completed. 
I  told  them  that  the  biggest  item  for  claim  was  excess  wages  we  were  compelled  to 
pay  by  reason  of  the  clause  in  our  contract  which  was  not  figured  in  our  estimate; 
and  on  the  strength  of  the  claims  for  changes  and  extras  and  the  excess  wages  the 
supplemental  agreement  was  drawn.  I  stated  then  the  wage  increase  should  be  men- 
tioned in  the  supplemental  agreement,  as  Mr.  Tobbetts  has  stated  we  would  be  pro- 
tected on  it,  and  was  told  by  Mr.  McNary  and  Mr.  Pitts  that  it  was  a  claim  and  for 
us  to  file  a  claim  and  the  claim  board  would  act  on  it.  I  might  further  add  that 
after  filing  the  claim  for  the  excess  wages  I  was  referred  from  the  Doard  office  to  Phila- 
delphia to  the  wage-reimbursement  board;  and  it  was  the  unanimous  opinion  of  the 
board  that  it  was  not  a  wage-reimbursement  matter,  but  a  claim  for  the  claims  board; 
and  Mr.  Pitts,  chairman  of  the  wage-reimbursement  board,  dictated  a  letter  to  the 
Baltimore  office  in  my  presence,  stating  that  it  was  a  claim  for  the  claims  board  to 
act  upon,  and  not  a  matter  for  the  w^e-adjustment  board  to  consider. 

Mr.  Talbert.  Your  contract  provided  protection  for  all  increases  over  thq  Atlantic 
Coast  rate  at  the  date  of  the  contract,  did  it  not? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  There  was  an  increase  in  the  rates  after  that  date,  was  there  not? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  Called  the  Second  Macy  Award? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  You  were  given  protection  on  that  award,  were  you  not? 
Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  I  now  call  your  attention  to  a  letter  dated  June  16,  1920,  si^ed  by 
George  L.  Tirrell,  and  addressed  to  Martin  J.  Gillen,  on  the  subject  of  your  claim,  in 
which  Mr.  Tirrell  states: 

''We  hereby  certify  that  excess  wage  under  second  Macy  award  was  paid  under 
Contract  406-WBG  with  the  White  Haven  Shipbuilding  Co." 

The  letter  I  have  just  read  refers  to  the  second  Macy  award  which  you  did  get  pro- 
tection on,  did  you  not? 

Mr.  Robertson.  Yes,  sir;  we  were  reimbiused  each  week.  The  first  Macy  award 
went  into  effect  in  April,  1918,  which  increased  the  carpenters'  and  laborers'  wages  from 
the  basic  rate  of  a  smpyard  to  conform  with  the  shipbuilder's  labor  adjustment  board 
rate.  The  second  award  went  into  effect  November  1,  1918,  and  was  retroactive  to 
October  1,  1918,  which  was  another  increase  over  the  first  award.  The  White  Haven 
Shipbuilding  Co.  did  not  Imow  of  a  Macy  award  at  the  time  we  figured  the  estimate  to 
build  these  barges,  and  we  proceded  to  build  these  barges,  from  July  30  until  October 
1,  on  our  own  basic  rate  in  our  yard.  We  were  stopped  paying  at  our  basic  rate  by 
reason  of  a  clause  in  the  contract,  handed  to  us  in  October,  consequently  the  White 
Haven  Shipbuilding  Co. 's  employees  received  the  increase  in  October  to  the  basic 
rate  of  the  first  award,  and  then  on  November  1  they  received  the  second  increase  from 
the  first  award  to  the  second  Macy  award. 

Col.  GoFF.  The  Macy  award  was  the  name  of  the  man  who  fixed  all  of  the  Atlantic 
coast  rates? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFP.  You  did  not  know  of  the  Macy  award  during  the  interim  between 
July  30  and  the  date  in  October,  1918,  when  you  received  your  contract? 
Mr.  Robertson.  No,  sir. 

Col.  GoFF.  During  that  time  you  operated  under  the  basic  rate  existing  in  yoiu* 
yard? 

Mr.  Robertson.  Yes,  sir. 

CqI.  Goff.  You  never  at  any  time  paid  the  labor  there  employed  on  a  scale  equal 
to  the  first  Macy  award? 
Mr.  Robertson.  No,  sir. 

Col.  Goff.  In  other  words,  the  first  Macy  award  never  affected  you  in  any  way? 
Mr.  Robertson.  No,  sir. 

Col.  Goff.  The  first  Macy  award  prevailed  from  April,  1918,  to  November  1,  1918? 
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Mr.  Robertson.  The  first  Macy  award  prevailed  from  April,  1918,  to  November  1, 
1918 — ^yes,  sir. 

Col.  GoFF.  You  did  not  observe  that  award,  except  during  the  month  of  October, 
1918? 

Mr.  Robertson.  Correct. 

Col.  GoFF.  On  November  1,  1918,  the  first  Macy  award  was  succeeded  by  what  is 
referred  to  as  the  second  Macy  award? 
Mr.  Robertson.  Yes,  sir. 
[  Col.  GoFF.  After  the  second  Macy  award  went  into  effect  you  were  paid  by  the 

Emergency  Fleet  Corporation  for  the  excess  wage  of  the  second  award  over  the  first? 
Mr.  Robertson.  Correct. 

Col.  GoFF.  You  have  never  been  paid  at  any  time  the  excess  rate  of  the  first  Macy 
award  over  and  above  your  basic  wage  scale? 
Mr.  Robertson.  No,  sir. 

Col.  GoFF.  You  have  therefore  paid  since  October  1,  1918,  a  wage  based  on  the 
second  Macy  award? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoPF.  The  Emergency  Fleet  Corporation  has  allowed  you,  as  your  claim,  the 
difference  only  which  represents  the  excess  of  the  second  award  over  the  first? 
Mr.  Robertson.  Yep,  sir;  correct. 

Col.  GoFF.  Therefore,  your  claim  against  the  E^mergency  Fleet  Corporation  for 
increased  wages  is  based  on  the  difference  between  your  basic  rate  and  the  first  Macy 
award? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  And  this  claim  dates  from  October  1,  1918? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  What  is  the  amount  of  that  claim? 

Mr.  Robertson.  $51,212  for  each  ship. 

Col.  GoFF.  So,  in  a  word,  from  and  after  November  1, 1918,  your  wage  scale  exceeded 
your  basic  wage  scale  by  the  increased  amounts  as  represent^  by  the  first  and  second 
awards? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  What  official  position  do  voa  hold  in  the  Fleet  Corporation,  Mr. 
Tirrell? 

Mr.  TiRRELi..  Chairman  of  the  committee  on  wage  reimbursement. 

Mr.  Talbert.  How  long  have  you  been  connected  with  the  committee? 

Mr.  Tirrell.  Since  its  establishment  by  the  Board  by  resolution  adopted,  I  think, 
March  21,  1920.  ' 

Mr.  Talbert.  Prior  to  the  time  you  were  a  member  of  the  committee  passing  on  the 
same  kind  of  claims? 

Mr.  Tirrell.  Yes;  I  have  been  a  member  of  the  present  committee  on  wage  reim- 
bursement and  its  predecessojB  which  were  delegated  to  work  in  the  same  field  since 
Vice  President  Ackerson  first  appointed  a  committee  in  May  or  June,  1919. 

Mr.  Talbert.  Was  this  claim  ever  presented  to  your  committee  in  Philadelphia? 

Mr.  Tirrell.  It  was  presented  informally  bv  Mr.  Robertson,  not  as  a  claim,  but 
by  way  of  conversation  with  Mr.  Pitts,  then  chairman  of  the  committee. 

Mr.  Talbert.  WTiat  action  was  taken  by  your  committee? 

Mr.  Tirrell.  Mr.  Pitts  decided  that  it  was  not  mthin  the  scope  of  the  work  of  the 
committee  as  it  existed  at  that  time,  and  refen  ed  the  case  to  the  cancellations,  claims 
and  contract  board. 

Mr.  TaiiBert.  Have  you  seen  and  examined  the  affidavit  made  by  Mr.  Tebbetts 
in  connection  with  an  oral  conversation  alleged  to  have  been  had  about  the  time  of 
^  the  signing  of  the  contract  in  October,  1918? 

Mr.  Tirrell.  I  have  seen  Mr.  Tebbetts's  affidavit  which  states  in  its  own  body  that 
the  conversation  with  Mr.  Robertson  took  place  at  the  time  the  Wood  Haven  Ship- 
building Co.  made  its  first  estimate  and  bid,  namely,  July  5,  1918,  and  not  at  the  time 
of  the  signing  of  the  contract  which  was  in  early  November,  1919. 

Mr.  Talbert.  Then,  as  you  understand  it,  the  affidavit  of  Mr.  Tebbetts  relates 
*  wholly  to  a  conversation  had  at  the  time  Mr.  Robertson  bid  on  the  barges. 

Mr.  Tirrell.  Yes. 

Mr.  Talbert.  And  does  not  relate  to  any  conversation  had  at  the  time  the  contract 
was  actually  signed? 
Mr.  Tirrell.  That  was  my  understanding. 

Mr.  Talbert.  After  this  claim  was  referred  to  your  committee  in  Washington,  did 
you  get  in  communication  with  Mr.  Tobbetts? 
Mr.  Tirrell.  Yes,  sir. 

Mr.  Talbert.  Did  you  send  him  a  letter  and  a  telegram? 
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Mr.  TiRRELL.  I  sent  him  both  a  letter  and  a  telegram.  I  addressed  the  letter  to  the 
York  River  Shipbuilding  Co.,  care  of  Stone  and  Webster,  Boston,  Mass. 

Mr.  Talbbrt.  Do  you  Identify  the  tel^ram  which  I  now  read  as  the  telegram  which 
you  sent  to  Mr.  Tebbetts? — 

Washington,  D.  C,  May  3,  1920. 

G.  E.  TOBBETTS, 

Care  of  Stone  &  Webster, 

Boston,  Mass. 

Did  you  on  behalf  of  the  Fleet  Corporation,  at  time  contract  with  White  Haven 
Shipbuilding  Co.  was  signed,  promise  Mr.  Robertson  he  would  receive,  either  as 
excess  wage  reimbursement  or  in  form  of  increased  contract  price,  difference  between 
rates  which  he  was  paying  his  men  at  time  bid  was  made  and  any  increase  he  was 
required  to  make  as  a  result  of  first  Macy  award  stop.  Did  you  promise  Mr.  Robert- 
son readjustment  of  his  contract  regarding  lump-sum  price  with  definite  stipulation 
as  to  adjusted  price? 

George  L.  Tirrell, 
Chairman  Wage  Reimbursement  Committee,  Building  C,  Sixth  and  B  Streets,  SE. 

Mr.  Tirrell.  Yes,  that  is  the  telegram  I  sent. 

Mr.  Talbert.  Do  you  identify  the  letter  which  I  now  read  as  the  letter  which  you 
sent  to  Mr.  Tebbetts — 

April  20, 1920. 

Mr.  C.  E.  Tebbetts, 

Care  of  Stone  <Sc  Webster,  Boston,  Mass. 

Dear  Mr.  Tebbetts:  Mr.  Hilton  W.  Robertson,  President  of  the  White  Haven 
Shipbuilding  Co.,  has  presented  certain  claims  to  the  Emergency  Fleet  Corporation, 
alleged  to  be  due  under  Contract  406  WBC  for  two  2, 500- ton  schooner  barges. 

Among  these  claims  Mr.  Robertson  asserts  that  he  is  entitled  to  approximately  $51,000 
per  ship  on  account  of  the  difference  between  the  wage  rates  upon  which  his  bid  was 
based  and  those  prescribed  in  the  first  Macy  award. 

The  following  statement  is  a  quotation  from  a  memorandum  made  from  Mr.  Rob- 
ertson's statement: 

"Mr.  Robertson  states  that  upon  receipt  of  the  formal  contract  on  or  about  October 
1,  1918,  and  before  signing  same,  he  went  immediately  to  Philadelphia  and  saw 
Mr.  J.  C.  Heyworth,  manager  of  the  Division  of  Wood  Ship  Construction,  who  referred 
him  to  Mr.  Tebbetts,  one  of  Mr.  Heyworth's  assistants;  that  he  told  Mr.  Tebbetts 
that  he  would  not  sign  the  contract  at  the  price  of  $190,000  with  the  provision 
above  referred  to  as  to  the  payment  of  Macy  scale  wages,  but  that  Mr.  Tebbetts 
urged  him  to  sign,  saying  that  it  was  recognized  that  the  price  was  too  low  and  that 
the  contract  would  be  later  revised  along  with  others  of  similar  character  which  had 
been  and  were  being  entered  into.  Mr.  Robertson  states  that  upon  Mr.  Tebbetts's 
assurances  that  the  contract  would  be  revised,  he  signed  it  and  he  now  presents  an 
affidavit  made  by  Mr.  Tebbetts  on  January  6,  1920   *  * 

This  committee  has  examined  the  affidavit  made  by  you  on  January  6,  1920,  which 
states  that  Mr.  Robertson  asked  you  as  to  the  increased  wages  protection  over  and  above 
the  rates  he  was  paying  at  the  time  he  made  his  bid  and  that  you  told  him  it  was  your 
understanding  that  this  matter  would  be  handled  in  the  same  manner  as  in  the  case 
of  the  Ferris  ship  contracts.  The  affidavit  further  states  that  this  statement  was  made 
by  vou  at  the  time  Mr.  Robertson  made  his  bid. 

This  does  not  agree  with  Mr.  Robertson's  statement  as  set  forth  in  the  above  quota- 
tion of  memorandum  that  he  had  a  conference  with  you  at  the  time  of  signing  the  con- 
tract approximately  three  months  after  the  bid  was  filed  and  that  he  was  specifically 
told  that  the  price  was  too  low  and  that  the  contract  would  be  revised. 

Did  you,  on  behalf  of  the  Fleet  Corporation  at  the  time  the  contract  was  signed, 
promise  Mr.  Robertson  that  he  would  receive,  either  as  excess  wage  reimbursement 
or  in  the  form  of  an  increased  contract  price,  the  difference  between  the  rates  which 
he  was  then  paying  his  men  at  the  time  the  bid  was  made  and  any  increase  he  was 
required  to  make  as  a  result  of  the  first  Macy  award? 

Did  you,  on  behalf  of  the  Fleet  Corporation,  promise  Mr.  Robertson  a  readjustment 
of  his  contract  regarding  the  lump  sum  price  with  a  definite  stipulation  as  to  the 
adjusted  price? 

Will  you  please  answer  those  questions  as  soon  as  possible  as  a  settlement  of  the 
claims  of  the  White  Haven  Shipbuilding  Co.  is  now  pending  before  the  board  of  trus- 
tees. As  your  statement  may  be  used  as  evidence  in  settling  these  claims,  will  you 
kindly  make  it  in  affidavit  form. 

George  L.  Tirrell, 
Chairman  Wage  Reimbursement  Committee. 
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Mr.  TiRRELL.  Yes;  that  is  the  letter  I  sent. 

Mr.  Talbert.  Two  separate  efforts  were  made  to  reach  Mr.  Tebbetts — the  first  on 
April  20,  1920,  and  the  second  on  May  3,  1920.  The  letter  I  have  just  read  is  a  copy 
of  the  letter  you  sent  Mr.  Tebbetts  at  the  York  River  Shipbuilding  Co.,  and  he  replied 
to  that  letter,  did  he  not? 

Mr.  TiRRELL.  Yes,  sir. 

Mr.  Talbert.  What  reply,  if  any  did  you  get  from  Mr.  Tebbetts  to  your  tele- 
gram and  letter? 
Mr.  TiRRELL.  On  May  5  I  received  this  letter  from  Mr.  Tebbetts: 
''Your  letter  of  April  22  just  received. 

''In  regard  to  the  contract  of  the  White  Haven  Shipbuilding  Cd.  would  say  that 
you  undoubtedly  have  a  copy  of  the  affidavit  made  by  me  on  January  6,  1920.  This 
covers  my  remembrance  on  the  proposition." 

Mr.  Talbert.  In  the  aflSdavit  of  Mr.  Tebbetts  it  is  stated:  "I  said  that  it  was  my 
imderstanding  that  the  wa^e  increase  would  be  handled  in  the  same  manner  as  the 
excess  wage  in  the  Ferris  ship  contracts,  and  that  protection  would  be  given."  Please 
state  for  the  record  how  the  Ferris  ship  contracts  were  handled  and  what  protection, 
'if  any,  were  given  to  such  contractors. 

Mr.  TiRRELL.  In  several  cases  the  Ferris  ship  contracts  were  amended  from  the 
original  form  to  carry  an  increased  lump  sum  price,  which  increase  in  lump  sum  price 
was  intended  to  cover,  among  other  things,  all  increases  in  wage  whicn  Rad  been 
imposed  upon  contractors  up  to  the  time  the  amended  contracts  were  entered  into. 

Mr.  Talbert.  Are  the  Fends  ship  contracts  similar  to  this  one  in  that  they  were 
required  to  pay  the  Macy  scale  on  tne  date  mentioned  in  the  contract? 

Mr.  TiRRELL.  They  are  substantially  the  same  in  Ferris  ship  contracts  as  in  these 
barges. 

Mr.  Talbert.  Was  protection  given  the  Ferris  shipbuilders  in  cases  similar  to  this, 
where  there  was  no  contractural  obligation  requiring  it? 

Mr.  TiRRELL.  The  only  protection  given  in  the  Ferris  ship  contracts  entered  into 
after  the  first  Macy  award  was  increases  in  wages  to  be  imposed  by  the  corporation 
after  the  contract  was  entered  into. 

Mr.  Talbert.  But  did  the  corporation  reimburse  the  Ferris  shipbuilders  for  the 
difference  between  the  first  Macy  award  and  what  they  had  been  paying  before  any 
Macy  award  was  established,  or  before  they  took  Government  contracts? 

Mr.  TiRRELL.  I  know  of  no  cases  where  that  has  been  done. 

Mf.  Talbert.  Can  you  state  briefly  what  Mr.  Tebbetts  refers  to  in  his  affidavit 
regarding  the  Ferris  shipbuilders? 

Mr.  TiRRELL.  In  my  opinion  Mr.  Tebbetts  had  no  definite  policy  or  plan  in  mind. 
The  question  of  whether  or  not  the  lump  sum  price  for  Ferris  hulls  was  too  low  was 
being  can^  very  thoroughly  by  officers  of  the  Fleet  Corporation.  There  had 
been  no  c  conclusion  reached.   I  believe  that  Mr.*  Tebbetts  meant  that  if  a 

definite  pc .  \'  should  be  worked  out  regarding  treatment  of  the  Ferris  hull  contracts 
it  would  apply  to  barge  contracts  as  well. 

Mr.  Talbert.  Could  he  have  referred  to  the  changing  of  the  lump-sum  contracts 
to  cost-plus  contracts? 

Mr.  TiRRELL.  In  my  opinion  he  could  not  have  referred  to  that. 

Mr.  Talbert.  Do  you  know  approximately  how  many  contracts  for  barges  were 
awarded  about  the  same  time  this  contract  was  given  to  the  White  Haven  Shipbuilding 
Co.? 

Mr.  TiRRELL.  There  were  two  other  contracts  exactly  similar  to  the  White  Haven. 
They  were  to  the  Crookes  Co.  and  the  Coastwise  Co. 

Mr.  Talbert.  But  all  the  contracts  were  given  at  the  same  price  and  the  provisions 
of  the  contracts  were  substantially  the  same? 

Mr.  TiRRELL.  I  think  the  provisions  of  these  three  contracts  are  exactly  the  same. 

Although  this  contract  was  entered  into  by  the  White  Haven  Shipbuilding  Co. 
and  signed  by  Mr.  Robertson  in  November,  1918,  the  present  claim  was  not  suggested 
or  formulated  by  the  White  Haven  Co.  until  approximately  one  year  later  when  it 
had  become  evident  that  the  White  Haven  Co.  would  not  be  able  to  finish  its  contract 
within  the  lump-sum  price.  Although  the  circumstances  surrounding  the  Crookes 
contract  and  the  Coastwise  contract  are  exactly  similar,  neither  the  Crookes  nor  the 
Coastwise  Co.  has  even  suggested  a  claim  of  this  character. 

Mr.  Talbert.  What  legal  opinion  or  advice  did  you  have  when  this  was  determined 
by  yoiu'  Board? 

Mr.  TiRRELL.  As  a  member  of  the  board  we  have  Col.  Tyson,  who  is  assigned  as  a 
member  of  the  committee  with  particular  instructions  to  represent  the  general  counsel, 
and  Col.  Tyson  advised  the  committee  that,  in  his  opinion,  there  was  no  legal  basis 
for  any  claim. 
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The  United  States  Shipping  Board, 

Lexington  Building,  Baltimore,  Md. 
Gentlemen:  This  is  to  advise  that  at  the  time  Mr.  Robertson  of  the  White  Haven 
Shipbuilding  Co.  bid  upon  the  2,500-ton  coal  barge  he  asked  me  as  to  increased  wage 
protection  over  and  above  the  rates  he  was  paying  at  the  time  he  made  his  bid.  I 
said  that  it  was  my  understanding  that  the  wage  increase  would  be  handled  in  the 
same  manner  as  the  excess  wag^e  in  the  Ferris  ship  contracts  and  that  protection  would 
be  given.  The  plans  and  specifications  for  the  2,500-ton  coal  barge  were  not  complete 
at  that  date.  Tne  price  in  the  contracts  is  lower  than  the  price  recommended  by  tiie 
manager  of  the  Wood  Ship  Division,  dated  June  1,  1918,  to  Mr.  Howard  Coonley.  vice 
president,  copy  of  which  is  attached  hereto.  This  recommended  price  agreed  with  my 
idea  of  fair  price  for  the  2,500-ton  coal  barge. 
Very  truly,  yours, 

G.  E.  Tebbetts. 

Subscribed  and  sworn  to  before  me  this  6th  day- of  January,  1920. 

[sEAL.l  J.  Larcom  Ober,  Notary  Public. 

My  term  expires  January  16,  1925.  • 

June  1, 1918. 

Memo,  to:  Mr.  Howard  Coonley,  vice  president. 

From:  Mr.  James  O.  Heyworth,  manager  division  wood,  composite,  and  concrete  ship 
construction. 

Subject:  Recommended  allotments  for  200  or  less  2,500,  3,000,  and  3,500  dead-weight 
tonnage  wooden  barges. 

The  plans,  specifications,  and  bill  of  material  for  same  are  now  being  prepared  by 
Mr.  T.  E.  Ferns  at  his  New  York  office. 
Note. — Contractors  listed  in  line  of  preference. 


Name  and  post-office  address. 


Location  of  yard. 


Number 
ofbarges. 


A.  Bentley  Co.,  Toledo,  Ohio  

Bates  &  Rogers  Construction  Co.,  Old  Colony  Building,  Chicago, 

111.,  or  Washington,  D.  C. 

Missouri  Valley  Bridge  Co.,  Leavenworth,  Kahs  

F.  W.  Salmen,  care  of  Salmen  Brick  &  Lumber  Co.  (Ltd.),  New 

Orleans,  La. 

Inland  Waterways  Equipment  &  Dredging  Co.,  Bald winsvi lie, 
N.  Y. 

Kiernan  &  Kern,  Portland,  Oreg.,....,-  

Winston  Bros.,  Minneapolis  

Tarver  Shipbiii  Iding  (Corporation ,  Beaumont,  Tex  

Walsh  Construction  Co.,  Davenport,  La..  

Oceanic  Shipbuilding  Co.,  Portland,  Oreg  

J.  T.  Walbridge  Engineering  Co.. 6  N.  Micliigan  Avenue, Chicago. 

Liberty  Construction  Co.,  18  Tremont  Street,  Boston,  Mass  

Columbia  Engineering  Works,  Portland,  Oreg  

Kellv-SpcarCo.,  Bath,  Me  

Cro  vinshi^^ld  Shipbuilding  Co.,  Fall  River,  Mass  

Newcastle  Building  Co.,  Damariscotti,  Me  

Francis  Colb,  Rock  Port,  Me  

Percy  &  Small,  Bath,  Me  

Narraganset  Shipbuilding  Co.,  Tiverton,  R.  I  

Maine  Shipbuilding  Co.,  South  Freepori  ,  Me  

S  nith,Terrv  &  Co., 11  Broadway,  N.  V  

White  Haven  Shipbuilding  Co.,  White  Haven.  Del  

Chance  Marine  Construction  Co.,  Annapolis,  Md  

Coastwise  Shipbuilding  Co.,  Baltimore,  Md  


Jacksinville,  Fla  

St.  Andrews  Bay,  Fla.. . . 

Galveston,  Tex  

New  Orleans,  La  

Baldwinsville,  N.  Y  

Portland,  Oreg  


Beaumont,  Tex   . 


P... 


American  Shipbuilding  &  Dry  Dock  Co.,  Beaufort,  N. 
Georgia  Shipbuilding  Co.,  Savannah,  Ga  


Brunswick  Shipyards  (Inc.),  Brunswick,  Ga. 

Liberty  Shipbuilding  Co.,  29  Broadway  

Bagdad  Shipbuilding  Co.,  Pensacola,  Fla  

Houston  Shipbuilding  Co.,  Houston,  Tex  

Darian  Shipbuilding  COy  Darian,  Ga  

Concrete  Ship  A'  Barge  Co.,  St.  Marys,  Ga — 


Portland,  Oreg  

Morgan  City,  La  

(South  Atlantic  coast)  

Portland,  Oreg  

Bath,  Me  

Fall  River,  Mass  

Damariscotti,  Me  

Rock  Port,  Me  

Bath,  Me  

Tiverton,  R.  I  

South  Freeport,  Me  

Bethel,  Del  

White  Haven,  Del  

Annapolis,  Md  

Locust  Point,  Baltimore, 
Md. 

Beaufort.  N.  C  

Savannah,  Ga  

Brimswick,  Ga  

Back  Bay,  Biloxi,  Miss  

Pensacola,  Fla  

Houston,  Tex  

Darian,  Ga  

St.  Marys,  Ga  


Total., 


10 
10 
5 
5 
5 
5 
5 
5 
2 
3 
4 
2 
2 
2 
3 
2 
5 
3 
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Relative  to  placing  these  contracts  I  suggest  the  following  matters  be  duly  con- 
sidered: 

Ist.  Sufficient  plans  and  specification  and  bill  of  material  be  attached  to  each 
contract  when  executed.  Bill  of  material  should  be  approved  by  this  division  before 
the  contract  is  signed  or  orders  for  lumber  placed. 

2d.  That  either  the  contractors  for  barges  oe  allowed  to  purchase  their  own  timber 
at  a  price  fixed  by  the  purchasing  officer  at  Washington,  and  with  such  mills  as  the 
lumber  administrator  of  the  Emergency  Fleet  Corporation  shall  approve,  or  the 
order  for  the  material  having  been  placed  by  the  lumber  administration,  that  the 
contractor  be  given  the  name  of  the  mill  in  order  that  he  can  keep  in  touch  with 
and  follow  up  same. 

In  the  order  of  preference  these  contractors  have  been  selected  for  their  ability  and 
experience  in  doing  rush  work. 

The  contractor  to  furnish  building  site  free.  To  be  paid  a  reasonable  rental  on 
ordinary  contractors*  equipment  furnished  by  him.  All  other  expenses  to  be  paid 
by  the  Emergency  Fleet  Corporation — ^fixing  two  items-^verheaa  and  a  profit  not 
Jo  exceed  $15,000  per  barge.  Time  being  tne  essence  of  the  contract,  four  or  five 
weeks  can  be  ^ned  by  letting  the  contracts  on  a  cost  plus  a  fixed  fee  recommended 
above.  This  is  due  to  the  fact  that  the  contractors  can  start  at  once  on  site,  build- 
ings, and.  machinery,  not  having  to  wait  for  completion  of  plans,  figuring  of  bids,  and 
awardii^  of  contracts.  If  barges  are  to  be  let  on  a  fixed  sum,  $85  per  ton  is  about 
right.   The  time  of  completion  to  be  three  months  from  laying  of  the  keel. 

As  in  previous  memoranda,  this  division  does  not  think  it  wise  to  put  a  bonus  or 
penalty  clause  in  the  contract.  The  Emergency  Fleet  Corporation  as  a  rule  have 
undertaken  to  furnish  so  much  material  and  invariably  have  been  behind,  that  the 
contractor  holds  us  for  the  delay,  and  immediately  begins  to  set  up  delays  and  costs. 
A  clear-cut  issue  will  save  us  much  auditing  and  many  conferences.  To  date  I  can 
not  see  how  any  bonus  or  penalty  clause  can  work  in  any  wood  ship  contract  that  we 
have  had. 

Methods  of  handling  lumber  for  the  new  wood  ship  and  barge  program  are  to  be 
discussed  with  Mr.  Piez  on  Friday  of  this  week.  Unless  the  Emergency  Fleet  Cor- 
poration lets  its  lumber  orders  in  a  different  manner  than  heretofore,  we  will  have 
another  mix  up  and  delayed  program.  Certain  clauses  in.the  contract  should  refer 
to  this  subject,  which  should  be  made  definite. 

Manager  Division  Wood^  CompositCt  Concrete,  Ship  Construction. 


United  States  Shipping  Board, 

Washington^  June  21  j  1920. 

From:  J.  A.  Tyson,  assistant  counsel. 
To:  Col.  Guy  D.  Goff,  general  counsel. 

Subject:  Claim  of  White  Haven  Shipbuilding  Co.  for  excess  wages  paid  by  reason  of 
the  fijst  Macy  award. 

1.  ParaOTaph  11  of  Article  II  of  the  contract  with  the  White  Haven  Shipbuilding  Co., 
of  date  of  July  30  1918,  reads,  in  part,  as  follows:  "  (a)  It  is  agreed  that  tne  wages  paid 
shall  be  those  fixed  by  the  Shipbuilding  Wage  Adjustment  Board  for  the  Atlantic  coast 
district  and  elective  as  of  the  date  of  this  contract." 

2.  At  the  time  of  the  execution  of  this  contract  the  first  Macy  Board  award  was  in 
effect,  and  as  a  consequence  the  increase  in  the  cost  of  labor  occasioned  thereby  was, 
under  the  above  quoted  provision,  expressly  undertaken  to  be  borne  by  the  White 
Haven  Co. 

But  it  is  urged  by  the  White  Haven  Co.  that  this  provision  of  its  written  contract  is 
not  operative  because  of  an  oral  promise,  remark,  or  undertaking  made  by  Mr.  George 
E.  Tebbetts,  an  employee  of  the  Fleet  Corporation,  to  Mr.  H.  W.  Robertson,  general 
manager  and  50  per  cent  owner  of  the  White  Haven  Co.,  which  promise  or  undertaking 
was  made  at  a  time  prior  to  or  contemporaneous  with  the  execution  of  the  written 
contract  containing  the  provision  quoted  above. 

This  promise  is  allegea  to  have  been  made  in  a  conversation  between  Mr.  Tebbetts 
and  Mr.  Robertson,  in  which  conversation,  as  stated  by  Mr.  Robertson,  he  called  the 
attention  of  Mr.  Tebbetts  to  the  above  provision  of  the  contract,  protested  £^inst  same, 
and  ex^eesed  his  unwillingness  to  sign  same  for  and  on  behalf  of  the  White  Haven 
Shipbuilding  Co.,  his  reason  for  such  objection  being  that  the  effect  of  this  provision 
would  be  to  cause  tJlie  White  Haven  Co.  to  pay  a  scale  of  wages  much  higher  than  the 
scale  it  was  then  paying  and  also  much  higher  than  the  scale  upon  which  its  bid  or 
estimate  for  the  construction  of  the  ships  had  been  based .  Mr.  Robertson  stated  further 
that,  as  a  result  of  his  protest,  Mr.  Tebbetts  replied  "go  ahead  and  sign  the  contract  as 
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we  had  signed  the  order,  and  that  the  wage  increase  would  be  taken  care  of,  as  they 
were  being  taken  care  of  on  the  Ferris  type  ships.  He  also  stated  that  contracts  had 
been  let  for  too  low  a  price  and  all  the  board's  contracts  would  be  adjusted.  And  on 
title  strength  of  that  assurance  we  signed  the  contract."  Reduced  to  its  last  analysis, 
the  contention  of  the  White  Haven  Co.  is  that  this  promise  of  Mr.  Tebbetts  effectuated 
a  change  in  the  Quoted  provision  of  the  contract  whereby  the  duty  of  paying  the  excess 
wages  occasioned  by  the  first  Macy  award  was  shifted  from  the  shoulders  of  the  con- 
tractor to  the  Emergency  Fleet  Corporation. 

3.  Assuming  that  Mr.  Kobertson's  version  of  his  conversation  with  l^Ir.  Tebbetts  was. 
in  every  respect  and  detail,  a  correct  one,  and  assuming  further  that  Mr.  Tebbetts  had 
full  authority  to  bind  the  corporation  by  this  character  of  contract,  which  is  adopting 
a  view  most  favorable  to  the  interest  of  the  White  Haven  Shipbuilding  Co.,  the  ques- 
tion presented  is  what  was  the  legal  effect  of  this  promise  or  undertaking.  Was  such 
promise  or  undertaking  binding,  either  in  law  or  equity,  upon  the  corporation? 

It  is  obvious  at  the  outset  that  there  is  no  legal  obligation,  as  distinguished  from  an 
equitable  obligation,  imposed  by  such  promise  on  the  Fleet  Corporation,  since  such 
legal  obligation  is  precluded  by  the  universal  rule  that  all  negotiations,  promises,  and 
agreements  made  prior  to,  or  contemporaneous  with,  the  execution  of  a  written  instru- 
ment; and  no  evidence  of  such  prior  or  contemporaneous  negotiations,  promises,  or 
agfreements  will  be  admitted  in  evidence  in  a  court  of  law  to  change,  vary,  or  contradict 
the  terms  of  such  written  instrument. 

So  the  onlv  possible  theory  upon  which  the  White  Haven  Shipbuilding  Co.  could 
urge  this  claim,  under  the  facts  as  they  exist,  is  the  equitable  one  that  such  written 
/  contract  should  be  reformed  either  on  the  ground  (a)  that  there  was  a  mutual  mistake 
of  the  parties,  or  (6)  that  the  promise  made  by  Tebbetts  constituted  a  fraud  upon  the 
White  Haven  Co. 

It  is  too  clear  to  admit  of  argument  that  the  facts  of  this  case  fail  to  show  that  there 
was  any  mutual  mistake  made  in  executing  the  contract,  since  Mr.  Robertson  himself 
stated  that  at  the  time  of  this  conversation,  and  prior  to  the  signing  of  the  contract,  by 
him,  he  was  perfectly  aware  of  the  meaning  and  effect  of  that  provision  of  the  contract 
above  quoted. 

It  therefore  follows  that  the  sole  inquiry  in  this  case  is,  Did  the  promise  of  Mr. 
Tebbetts  constitute  such  »  fraud  on  the  White  Haven  Shipbuilding  Co.  as  would  justify 
the  reformation  of  its  contract  to  the  extent  that  the  cost  of  the  excess  wages  paid 
under  the  first  Macv  award  should  be  borne  by  the  Fleet  Corporation,  rather  than  bv 
the  WTiite  Haven  Shipbuilding  Co.? 

5.  "Where  there  is  no  fraud  or  mistake  in  the  preparation  of  an  instrument  and  it 
appears  that  the  parties  signing  understand  its  language  and  import,  it  can  not  be  re- 
formed on  the  faith  of  a  contemporaneous  oral  promise,  which  was  not  kept. ' '  (34  Cyc. , 
922.)  "A  mistake  in  judgment  in  that  one  party  relied  upon  the  honor  or  contempo- 
raneous oral  proini?e  of  the  other,  instead  of  reducing  the  same  to  writing,  affords  no 
relief,  both  parties  knowing  of  the  omission."    (34  Cyc,  947.) 

The  foregoing  text  of  the  Cyclopedia  announces  a  well-established  rule  of  equity 
and  is  fully  sustained  by  the  authorities  cited.  Among  the  many  authorities  so  cited 
quotation  is  hereunder  made  from  several  because  they  are  so  clearly  and  particularly 
applicable  to  the  facts  in  this  case. 

Brann  r.  Wisconsin  Co.  (92  Wis.,  245,  1896)  was  a  case  in  which  was  considered  a 
contract  which  provided  that  one  party  leased  from  another  party  certain  property 
for  a  period  of  three  months,  at  the  rental  price  of  $500,  and  provided  further  that  the 
lessee  had  "the  right  at  any  time  before  returning  said  property  to  buy  the  entire" 
outfit  at  a  price  not  to  exceed  the  sum  of  $900."  Suit  was  brought  to  reform  this  con- 
tract so  as  to  have  same  provide  that  any  amounts  paid  as  rental  should  apply  as  a 
credit  on  the  purchase  price  of  $900,  in  the  event  the  lessee  decided  to  exercise  his 
option  to  purchase  the  property.  The  facts  are  indicated  in  the  following  excerpt 
from  the  opinion  of  the  court:  "This  court  has  repeatedly  held  that  written  contracts 
can  not  be  reformed  except  upon  the  most  positive  and  satisfactory  evidence  showing 
fraud  or  mistake  in  committing  the  agreement  to  writing;  that  is,  the  mistake  of  one 
party  and  fraud  of  the  other,  or  mutual  mistake.  The  proof  must  be  plain,  convincing, 
and  beyond  reasoiial^le  controversy  that  by  fraud  or  mistake  the  true  contract  was  not 
expressed  in  writing;  that  is,  as  applied  to  this  case,  a  mistake  in  omitting  something 
which  the  parties  intended  to  have  inserted,  or  something  which  was  in  fact  a  part  ot 
the  a^eement,  and  which  it  was  supposed  was  contained  in  the  writing  when  it  was 
signed  and  delivered,  or  a  mistake  of  judgment  in  that  one  party  relied  upon  the 
contemporaneous  parole  agreement  of  the  other,  instead  of  insisting  upon  its  being 
reduced  to  writing.  The  latter  appears  to  be  the  mistake  in  this  case  if  there  was  a 
mistake. 
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Both  parties  knew  that  the  words  were  omitted.  Giving  the  most  favorable  effect 
to  defendants'  evidence,  consent  was  given  to  the  omission  upon  the  promise  that  such 
omission  should  make  no  difference.  For  this  kind  of  mistake  the  law  affords  no 
remedy.  It  was  a  mere  simultaneous  parol  agreement  which  can  not  be  restored  to, 
to  vary  or  control  the  written  contract.   It  follows  that  the  court  rightly  refused  to 

rt  the  relief  prayed  for  asking  the  re-formation  of  the  contract."    (Braunn  v.  Wis. 
,  92  Wis.,  245.) 

In  Smith  v.  Rust  (112,  111  App.,  85,  1904),  the  facts  as  considered  hy  the  court 
were,  briefly  stated,  "that  Smith  agreed  to  rent  to  Rust  one-half  of  certain  premises 
for  the  rental  price  of  $600,  and  the  other  half  of  the  premises  to  Betterman  for  the  same 
I  price;  that  when  the  lease  was  presented  to  Rust  for  signature  he  saw  that  it  was  a 
I  joint  lease,  by  the  terms  of  which  each  tenant  became  bound  for  the  whole  rent  of 
$1,200,  and  thereupon  he  called  the  attention  of  Smith  to  this  mistake  in  the  drawing 
of  the  lease;  that  Smith  replied  the  agent  had  made  a  mistake  in  form,  but  that  if 
Rust  and  Betterman  would  sign  as  it  was,  he.  Smith,  would  hold  each  of  them  for  one- 
half  of  the  rent  only,  and  that  relying  upon  this  promise  Rust  signed  the  lease."  It 
was  sought  to  hold  Rust  liable  for  the  payment  of  the  entire  rent  of  $1,200  and  Rust 
endeavored  to  have  the  contract  re-formed  in  conformity  with  his  oral  agreement  with 
Smith  so  that  his.  Rust's,  liability  would  be  limited  to  the  payment  of  the  $600 .  The 
court  said  ''Here  is  neither  fraud,  accident,  nor  mistake,  at  least  one  of  which  must  be 
clearly  shown  to  exist  before  a  court  will  re-form  a  writing.  Rust,  before  he  executed 
the  lease,  knew  its  form  and  the  legal  effect  of  that  form.  Yet  knowing  this  he  volim- 
tarily  entered  into  the  obligation,  trusting  to  the  promise  of  Smith  that  he.  Rust, 
should  not  be  held  for  more  than  one-half  of  the  rent."  The  court  then  announced 
the  rule  to  be  applied  as  follows:  "Where  there  is  no  fraud  or  mistake  in  the  prepara- 
tion of  the  instrument,  and  it  appears  that  the  parties  signing  understood  its  language 
and  purport,  it  can  not  be  re-formed  on  the  ground  that  he  signed  upon  the  faith  of  the 
contemporaneous  oral  promise  which  was  not  kept,  nor  may  said  promise  be  received 
in  evidence.  In  equity  as  at  law,  the  written  contract  merges  aU  prior  and  contem- 
poraneous negotiations  and  promises,  made  by  word  of  mouth,  in  reference  to  the  sub- 
ject of  the  instrument.  The  presumption  is  conclusive  that  the  whole  agreement  is 
embraced  in  the  writing,  and  while  in  equity  a  written  contract  may  be  re-formed  for 
fraud  or  mistake,  it  may  not  be  re-formed  on  the  ground  that  such  promise  was  made. 
It  was  not  contemplated  or  intended  by  either  party  that  the  oral  promise  should  be 
inserted  in  the  writtfen  contract.  Defendant  perhaps  relied  upon  that  ground.  If  so 
his  duty  was  to  reduce  oral  undertaking  or  promise  to  writing."  (Smith  v.  Rust,  112, 
111  App.,  85.) 

"Where  a  petition  for  the  re-formation  of  a  written  contract  alleged  that  plaintiff 
knew,  at  the  time  the  contract  was  executed,  that  one  of  the  elements  of  the  agree- 
ment was  omitted  therefrom,  and  requested  that  it  be  inserted  and  defendant  refused 
to  do  so  but  orally  agreed  that  the  same  should  be  as  binding  upon  him  as  if  inserted 
in  the  written  contract,  held  that  the  petition  containing  these  allegations  was  de- 
murrable on  the  ground  that  the  facts  stated  did  not  entitle  the  plaintiff  to  the  relief 
demanded."    (Benthal  v.  Briggs,  87  Iowa,  539,  1893.) 

Pickerell  t;.  Castleman  was  a  Kentucky  case  in  which  re-formation  of  a  written  con- 
tract was  sought  in  order  to  include  therein  a  contemporaneous  oral  agreement  which 
was  omitted  therefrom.   The  court  said,  in  declining  to  grant  the  re-fonnation  prayed : 

"It  will  be  noticed  first  that  plaintiff  pleads  fraud  or  mistake,  in  the  alternative,  yet 
it  alleges  that  it  knew  of  the  omission  at  the  time  the  contract  was  executed  and  not- 
withstanding this  knowledge  executed  and  delivered  the  contract.  It  is  therefore 
apparent  that  plaintiff  did  not  state  a  cause  of  action  for  re-formation  of  the  contract 
on  account  of  the  omission  of  the  part  of  the  real  contract  by  the  mutual  mistake  of 
I  the  parties.  The  omission  was  recognized,  discussed,  and  consented  to;  so  there 
was  no  mistake  of  facts  involved.  So  we  need  only  examine  plaintiff's  pleadings  to 
see  if  facts  were  alleged  which  constitute  fraud.  It  will  be  noticed  that  plaintiff 
alleges  only  that  defendant  made  statements  and  assurances  by  which  it  was  induced 
to  consent  to  the  omission,  to  the  effect  that  it  was  not  necessary  to  incorporate  the 
omitted  parts  in  the  wjiting;  and  that  the  omitted  part  of  the  contract  would  be  ob- 
served and  carried  out  just  the  same  as  if  included  in  the  writing.  In  what  way,  then, 
were  these  statements  and  assurances  fraudulent?  The  only  allegation  of  misrepre- 
sentation is  that  defendant,  knowing  it  was  untrue,  told  plaintiff  that  it  was  not  neces- 
sary to  reduce  a  part  of  the  contract  to  writing,  and  assured  him  that  the  omitted 
terms  would  be  observed.  The  allegations  then,  upon  which  plaintiff  attempts  to 
have  a  right  of  re-formation  are -simply  a  promise  to  perform  the  omitted  obligations. 
This  does  not  constitute  fraud.  It  would  therefore  seem  clear  that  plaintiff's  peti- 
tion Mled  to  state  facts  constituting  fraud  or  mistake  and  that  the  demurrer  was  prop- 
erly sustained."    (Pickerell  v.  Castleman,  191  S.  W.,  680  Ky.,  1917.) 
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The  foregoine  are  just  a  few^of  the  numerous  authorities  holding  to  the  same  effect 
and  are  quoted  because  the  expositions  of  the  principle  annoimced  therein  are  so 
clear  and  unequivocal  and  of  such  obviously  direct  application  to  the  facts  of  the 
case  as  render  further  citation  of  authorities  superfluous. 

The  rule  annoimced  is  a  general  and  well-established  one  and  is  controlling  in  this 
case.  It  is  therefore  my  opinion  that  this  claim  of  the  White  Haven  Co.  against 
the  Fleet  Corporation  can  not  be  sustained  upon  any  principle  of  law  and  equity  and 
that  consequently  it  should  be  disallowed. 

J.  A.  Tyson, 
Assistant  Counsel. 

Mr.  Steele.  And  now,  also,  who  was  the  representative  of  the  Gov- 
ernment who  made  these  declarations  to  him,  or  is  supposed  to  have 
made  them  ? 

Mr.  Talbert.  It  was  Mr.  Tebbetts,  assistant  to  Mr.  Hayworth, 
who  was  manager  of  the  wood  ship  construction. 

Mr.  Steele.  What  was  the  extent  of  his  powers;  did  he  have  the 
power  to  change  the  terms  of  the  contract  ? 

Mr.  Talbert.  No,  sir;  even  Mr.  Hayworth  himself  could  not  have 
made  a  contract.  The  only  contract  that  could  have  been  lawfully 
entered  into  would  have  been  by  Mr.  Piez. 

Mr.  CoNNALLY.  The  contract,  as  I  understand  it,  however,  had 
not  been  signed  at  that  time. 

Mr.  Talbert.  No. 

Mr.  CoNNALLY.  The  contract  at  the  time  these  statements  are 
alleged  to  have  been  made  had  not  been  completed  by  Mr.  Robertson  ? 
Mr.  Talbert.  No. 

Mr.  CoNNALLY.  Was  it  or  not  urged  by  the  counsel  for  Robertson 
that  that  was  the  procuring  inducement  for  him  to  execute  the  con- 
tract ? 

Mr.  Talbert.  That  was  their  position. 

Mr.  CoNNALLY.  That  was  a  waiver  in  the  way  of  that  clause. 
Mr.  Steele.  And  a  fraud  upon  him  to  make  the  contract  under 
those  circumstances  ? 
Mr.  CoNNALLY.  Yes. 

Mr.  Talbert.  We  took  the  position  that  anything  orally  made  prior 
to  the  execution  of  the  contract  or  contemporaneous  witn  the  execu- 
tion of  the  contract  was  supposed  to  be  merged  into  the  written  docu- 
ment itself;  and  then,  as  further  reasons,  this  was  one  of  8  or  10  large 
contracts  let  at  the  same  time,  at  the  same  prices,  with  the  same 
clauses. 

Mr.  CoNNALLY.  Where  was  this  plant  located  ? 
Mr.  Talbert.  It  is  White  Haven,  Md.,  is  it  not? 
Mr.  Steele.  On  the  Chesapeake. 
Mr.  Talbert.  It  is  on  the  East  Coast. 
Mr.  Steele.  Along  the  Chesapeake. 

The  Chairman.  Who  handlea  that  matter,  which  member  of  the 
board  handled  that  ? 

Mr.  Talbert.  Of  the  claims  board  ? 

The  Chairman.  No;  of  the  Shipping  Board  or  Fleet  Corporation. 

Mr.  Talbert.  Mr.  Gillen;  you  say  ''handled  it."  He  seems 
to  be  the  man  who  was  familiar  with  it,  and  he  was  before  our  board 
one  time  with  Mr.  Robertson,  the  president  . of  White  Haven,  and  dis- 
cussed the  case  with  our  board. 

The  Chairman.  Who  was  the  lawyer  who  prepared  the  brief  for 
you  on  the  law — looked  up  the  law  ? 
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Mr.  Talbert.  Col.  J.  A.  Tyson. 

The  Chairman.  You  folks  keep  a  docket  of  your  claims? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  After  settlement  is  made  by  somebody  else  irre- 
spective of  your  recommendations,  do  you  get  a  report  oi  it;  do  you 
complete  the  docket  by  finding  out  what  was  done  ? 

Mr.  Talbert.  It  is  the  practice  of  the  Secretary  of  the  Board  of 
Trustees  to  send  us  a  copy  of  the  resolution  affecting  any  claim,  and 
we  record  that  resolution  then  with  our  resolutions. 

The  Chairman.  Did  you  get  a  resolution  in  this  case? 

Mr.  Talbert.  I  could  not  answer  positively,  because  we  get  so 
many  of  those  resolutions — I  do  not  know. 

The  Chairman.  You  only  get  the  resolutions,  however,  in  cases  in 
which  you  take  some  action  in  the  beginning,  do  you  not? 

Mr.  Talbert.  Well,  I  am  quite  sure  we  get  resolutions  that  may 
affect  any  claim.  Sometimes  we  get  a  resolution  that  really  does 
not  affect  any  of  the  claims  we  are  handling  in  any  way. 

The  Chairman.  I  mean,  suppose  you  are  not  handling  the  claim, 
do  they  send  you  a  resolution  that  certain  claims  have  been  settled 
upon  the  following  terms  or  will  be  settled  ? 

Mr.  Talbert.  I  think  we  have  always  received  those  resolutions. 
Of  course,  they  come  through  the  secretary's  office  and  through  the 
secretary  of  our  board. 

The  Chairman.  Was  Mr.  Laggren  connected  with  your  board  ? 

Mr.  Talbert.  Yes,  sir;  he  was  secretary  of  the  board  for  several 
months. 

The  Chairman.  Do   you   handle   the   Bethlehem  Shipbuilding 
Corporation  settlements  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Did  you  make  a  recommendation  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Was  the  settlement  made? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Is  it  still  pending? 

Mr.  Talbert.  Yes,  sir;  it  is  still  pending. 

The  Chairman.  Before  jour  board  ? 

Mr.  Talbert.  I  think  it  is  before  the  board  or  before  me,  as 
assistant  general  coimsel,  I  do  not  know  which — the  resolution  just 
came  down  Monday  afternoon  late. 


Mr.  Talbert.  This  week;  they  did  not  send  a  formal  resolution 
down.  The  secretary  of  the  board  of  trustees  came  down  and  handed 
me  the  papers,  and  said  the  board  had  referred  this  back  to  you.'' 
I  did  not  know  whether  he  meant  as  the  board  or  as  assistant  general 
counsel,  and  he  said,  ''You  will  see  Mr.  Rowell" — ^who  is  one  of  the 
commissioners;  and  I  have  not  had  time  to  take  it  up. 

The  Chairman.  Does  that  involve  an  audit  of  some  of  the  books  of 
the  Bethlehem  concern — this  settlement? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  You  have  not  had  time  to  go  through  that  audit  ? 

Mr.  Talbert.  Some  of  the  settlement  is  based  on  an  audit;  that 
is,  it  is  subject  to  an  audit,  I  should  say. 

The  Chairman.  Has  there  not  been  an  audit  made  at  some  of 
the  Bethlehem  plants? 
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l^r.  Talbert.  I  have  understood,  generally,  that  there  is  quite  an 
extensive  audit  being  made  of  Bethl3iem  Steel. 
The  Chairman.  By  Perley-Morse  ? 
Mr.  Talbert.  Yes,  sir. 
The  Chairman.  Have  you  seen  that  audit  ? 
Mr.  Talbert.  No,  sir. 

The  Chairman.  Is  not  the  Shipping  Board  paying  for  that  audit  ? 
Mr.  Talbert.  I  understand  they  are. 

The  Chairman.  Will  you  be  able  to  make  recommendations  until 
you  see  the  results  of  the  audit  ? 

Mr.  Talbert.  Our  recommendation  is  based  entirely  on  Adam- 
son's  report.  The  audit  that  is  being  made,  as  I  understand  it,  by 
Mr.  Morse,  is  to  determine  the  proper  costs  on  the  ships  that  have 
been  built  and  delivered  and  is  separate  and  apart  from  the  settle- 
ment that  we  made.  The  settlement  that  we  are  recommending  is 
a  settlement  in  connection  with  the  plant  at  three  places. 

The  Chairman.  Did  it  not  involve  ship  construction? 

Mr.  Talbert.  No,  sir — one  feature  of  it  does. 

The  Chairman.  What  feature  ? 

Mr.  Talbert.  It  involves  certain  correction  work. 

The  Chairman.  This  will  not  be  a  final  settlement,  this  matter 
that  is  pending  ? 

Mr.  Talbert.  It  will  be  a  final  settlement  as  far  as  the  plants  are 
concerned. 

The  Chairman.  Does  that  involve  the  Liberty  plant  ? 
Mr.  Talbert.  Yes, .  sir;  that  involves  the  plant  at  Alameda, 
Calif.;  I  think  that  is  the  one  called  the   Liberty  plant''. 
The  Chairman.  On  the  Liberty  site  ? 

Mr.  Talbert.  And  the  Sparrows  Point,  Md.,  and  the  one  at 
Wilmington,  Del. 

The  Chairman.  Those  are  new  plants  ? 

Mr.  Talbert.  Yes,  sir;  built  and  paid  for  by  the  Fleet  Corpora- 
tion. 

The  Chairman.  They  did  not  build  a  plant  at  Alameda? 
Mr.  Talbert.  This  Liberty  plant ;  is  not  that  Alameda  ? 
The  Chairman.  They  have  built  a  plant  there  ? 
Mr.  Talbert.  That  is,  we  started  to  build  one. 
The  Chairman.  You  did  not,  did  you  ? 
Mr.  Talbert.  It  was  not  completed. 

The  Chairman.  In  fact,  you  did  not  very  much  more  than  just 
build  the  site  at  Alameda — ^got  one  building  up  there  ? 

Mr.  Talbert.  I  have  never  been  there;  I  have  only  seen  what  is 
purported  to  be  the  cost  of  it.  But  I  just  have  the  impression  there 
was  a  good  deal  of  money  spent  on  that  site,  and  on  that  plant. 

The  Chairman.  Have  you  seen  any  report  indicating  that  they 
built  any  ways  there  ? 

Mr.  Talbert.  I  do  not  recall  that — the  details  of  this  settlement 
were  handled  by  Mr.  TirreUe,  a  member  of  our  board,  who  has  gone 
into  all  these  things  and  has  been  in  almost  daily  communication 
with  Mr.  Adamson. 

The  Chairman.  This  matter  then,  Mr.  Talbert,  does  not  involve 
settlement  with  the  Bethlehem  Company  for  construction  work  at  the 
Union  Works  or  at  Fore  River  or  their  other  plants  ? 

Mr.  Talbert.  No,  sir. 
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The  Chairman.  It  is  just  a  settlement  of  these  three  new  plants 
which  were  built  hj  the  Fleet  Corporation  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Do  you  know  how  many  ships  were  built  at 
Sparrows  Point  ? 
Mr.  Talbert.  Ko,  sir. 
The  Chariman.  Or  at  Wilmington  ? 
Mr.  Talbiert.  No,  sir. 

The  Chairman.  Did  the  Hog  Island  settlement  come  before  your 
board  ? 
Mr.  Talbert.  No,  sir. 

The  Chairman.  Did  the  Terry  shipbuilding  claim  come  before  your 
board  ? 

Mr.  Talbert.  In  a  way,  it  did. 

The  Chairman.  In  the  usual  way  that  other  claims  came  before 
you  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Did  you  make  any  recommendations  in  that 
case  ? 

Mr.  Talbert.  I  think — ^we  made  a  recommendation  that  the  set- 
tlement be  reopened  and  the  contract  changed,  and  that  was  done. 
The  Chairman.  And  the  agreement  for  settlement  changed? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  But  you  did  not  make  am^  initial  recommendation 
in  that  case  ? 

Mr.  Talbert.  I  think  1  personally  made  a  report  to  Judge  Payne 
while  he  was  negotiating  the  case. 

The  Chairman.  But  the  board  did  not  take  any  action  on  it. 
Mr.  Talbert.  No,  sir. 

The  Chairman.  How  about  the  American  Shipbuilding  Co.  ? 
Mr.  Talbert.  That  was  never  before  me — you  mean  the  ./imerican, 
of  Cleveland  ? 

The  Chairman.  Yes,  sir. 

Mr.  Talbert.  That  was  never  before  the  claims  board  at  all. 
The  Chairman.  Who  handled  that  matter,  as  3^ou  understand  it  ? 
Mr.  Talbert.  Mr.  Gillen. 

The  Chairman.  Executive  assistant  to  Judge  Payne? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  While  Judge  Payne  was  chairman  of  the  board  ?  - 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Of  the  Shipping  Board  and  chairman  of  the 
trustees  of  the  Fleet  Corporation  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  How  about  the  Downey  matter  ? 
Mr.  Talbert.  Downey  was  handled  in  the  regular  routine  manner 
all  the  way  through. 

The  Chairman.  Has  that  been  settled  ? 
Mr.  Talbert.  An  award  has  been  made. 

The  Chairman.  Did  you  know,  were  the  Shipping  Board  or  the 
Fleet  Corporation  parties  to  any  receivership  proceedings  which  the 
press  reports  have  recently  contained  taken  in  the  Dovmey  corpora- 
tion matter? 

Mr.  Talbert.  I  do  not  know  that  we  are  parties  to  it  or  that  we 
have  taken  action  to  put  them  in  the  hands  of  receivers;  in  fact,  I 
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think  it  must  have  been  other  creditors.  I  am  quite  sure  the  Fleet 
has  not  asked  that. 

The  Chairman.  Do  you  remember  how  much  you  recommended 
should  be  paid  to  the  Downev  concern  ? 

Mr.  Talbert.  $15,174,006. 

The  Chairman.  Is  that  incorporated  in  a  resolution  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  How  much  do  they  claim? 

Mr.  Talbert.  I  think  it  is  approximately  .^21,000,000. 

The  Chairman.  What  items  were  eliminated  by  the  claims  board 
to  bring  about  the  reduction '? 

Mr.  Talbert.  They  had  a  claim  for  excese^  tonnage,  amounting 
to  approximately  $1,000;000,  which  was  disallowed  oy  the  claims 
board. 

The  Chairman.  What  was  it  based  on  ? 

Mr.  Talbert.  The  contract  provided  that  the  contractor  must  be 
paid  $115  per  dead-weight  ton,  and  that  the  estimated  tonnage  for 
the  purpose  of  making  progress  payments  and  advances  was  to  be 
7,500  tons,  but  that  after  the  ships  were  built — after  each  ship  was 
built — it  was  to  be  ofl5cially  measured  and  the  actual  dead-weight 
tonnage  determined,  and  that  the  $115  per  ton  should  be  applied 
against  the  actual  tonnage.  The  contract  also  provided  that  ships 
should  be  built  on  the  plans  and  specifications  approved  by  the  Ameri- 
can Bureau  of  Shipping  and  by  Theodore  E.  Ferris,  the  fleet's  naval 
architect. 

The  contractor  submitted  a  tentative  plan  and  specification  to  Mr. 
Ferris  before  the  contract  was  executed,  and  Mr.  Ferris  tentatively 
approved  those  plans.  In  those  plans  it  was  stated  that  the  deep- 
load  draft  should  be  about  24  feet  7  inches;  that  is,  it  would  draw 
that  much  water  up  to  the  load  line.  After  the  contract  was  exe- 
cuted, and  when  Mr.  Ferris  got  to  going  into  more  detail  into  the 
plans  and  had  taken  up  the  question  with  the  American  Bureau  of 
Shipping,  he  found  that  the  ship  would  not  stand  that  much  load 
line,  and  he  wrote  a  letter  to  the  Downey  people,  to  their  vice  presi- 
dent and  general  manager,  and  who  was  also  their  naval  architect, 
and  told  him  that  he  could  not  approve  this  load  line,  ohly  for  23 
feet  8,  and  that  the  classification  would  have  to  be  made  with  the 
American  Bureau  of  Shipping,  and  the  dead-weight  tonnage  deter- 
mined according  to  the  rmes  of  the  British  Board  of  Trade — of  the 
free  board  rules  of  the  British  Board  of  Trade. 

Mr.  Downey,  vice  president  for  the  Downey  Shipbuilding  Co., 
answered  that  and  agreed  to  the  tonnage  and  stated  that  he  had 
made  the  changes  in  his  specifications  to  about  23  f-eet  8.  ^ 

And  then  when  the  ships  were  built  and  submitted  for  measurement ; 
they  used  the  load  line  at  23  feet  8  instead  of  24  feet  7,  and  he  made 
auite  a  difference  in  the  tonnage,  and  at  the  price  it  made  about  a 
difference  of  $1,000,000  in  the  ships. 

Mr.  Downey  has  claimed  all  along  that  he  is  entitled — should  not 
say  ^'all  along — ^he  has  contended  this  last  June  that  he  should 
be  paid  on  the  basis  of  these  ships  drawing  24  feet  7  of  water,  and 
we  nave  held  that  he  shall  only  be  paid  on  the  23  feet  8,  or  on  the 
line  which  was  actually  established  according  to  the  rules  of  the 
British  Board  of  Trade,  and  when  that  was  definitely  determined 
it  was  fixed  at  23  feet  7i,  I  think. 
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But  Mr.  Downey  never  made  this  claim  on  the  24  feet  7  until  about 
the  last  day  of  the  hearing  before  Uhe  district  adjuster,  which  we 
considered  went  very  strongly  to  the  fact  that  he  had  agreed  and 
they  all  agreed  and  they  knew  that  these  ships  which  measured  in 
the  regular  way  according  to  the  British  free  board  rules. 

The  Chairman.  The  cost  of  the  ships  under  that  contract  was 
rather  high,  was  it  ? 

Mr.  Talbert.,  No;  I  would  say  lower  than  the  average. 

The  Chairman.  Do  you  look  into  the  financial  rating  of  concerns 
in  taking  up  matters  of  settlement  ? 

Mr.  Talbert.  We  do  at  times;  yes,  sir. 

The  Chairman.  What  is  your  object  in  that? 

Mr.  Talbert.  Well,  if  we  are  making  a  settlement  by  which  the 
contractor  will  go  on  Fleet  Corporation  money,  we  like  to  know 
whether  there  is  a  probability  of  getting  it  or  not  and  to  know  whether 
or  not  we  can  give  an  extension  of  time  to  make  the  payment.  For 
instance,  if  the  settlement  comes  out  showing  that  the  contractor  owes 
the  Fleet  Corporation  money,  if  he  has  not  a  very  good  standing  we 
want  to  get  the  cash  right  at  once.  Of  course,  that  is  the  way  in  all 
cases.  But  we  would  not  want  to  give  a  man  time  unless  we  thought 
we  would  have  a  fair  chance  at  least  of  getting  the  money. 

The  Chairman.  Have  there  been  numerous  claims  submitted  to 
your  board  for  consideration,  which,  at  the  beginning,  were  based  on 
claims  that  the  Fleet  Corporation  owed  the  contractor  more  money, 
which,  after  you  hadlooked  into  it,  you  discovered  that  the  contractor 
owed  the  Government  money,  and  that  the  claims  were  settled  upon 
that  basis  and  the  contractor  has  paid  the  money  which  your  board 
has  determined  was  due  to  the  Fleet  Corporation. 

Mr.  Talbert.  I  think  that  is  true ;  I  do  not  call  to  mind  now  specific 
cases. 

The  Chairman.  Have  there  been  many  of  those  ? 

Mr.  Talbert.  I  know  that  there  have  been  a  number  of  cases 
wherein  we  have  found  that  the  contractor  owed  money  to  the  Fleet 
Corporation  and  we  made  a  finding  to  that  eflfect. 

Tne  Chairman.  But  when  those  claims  first  came  to  you  they  were 
claims  on  the  part  of  the  contractor  for  further  payment  by  the 
Fleet  Corporation. 

Mr.  Talbert.  Yes,  sir;  I  think  so. 

The  Chairman.  And  instead  of  that  claim  being  well  founded,  the 
balance  was  due  the  Fleet  Corporation. 

Mr.  Talbert.  Yes,  sir;  that  is  true  in  the  Downey  case. 
The  Chairman.  That  is  true  in  the  Downey  case? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  I  thought  you  said  you  recommended  that  Downey 
be  paid  $15,000,000? 

Mr.  Talbert.  A  credit  of  $15,000,000 — that  is,  our  award  was 
$15,000,000.  But  our  awards  read  this  wav:  ''From  which  shall  be 
deducted  all  advances  heretofore  made'' — the  deduction  would  come 
the  other  way.  We  have  advanced  to  Mr.  Downey  approximately 
$17,000,000. 

The  Chairman.  Then  does  he  owe  the  Government  $2,000,000  ? 
Mr.  Talbert.  Approximately;  yes,  sir. 

The  Chairman.  How  about  the  Saginaw  Shipbuilding  Co.'s  claim? 
Do  you  recall  anything  about  that,  particularly  ? 
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Mr.  Talbert.  Yes,  sir;  I  remember  it  in  a  general  way. 
The  Chairman.  How  was  that  settlement  made — in  the  usual 
course? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Was  the  money  paid,  finally? 

Mr.  Talbert.  I  could  not  tell  you  whether  the  money  was  paid; 
I  never  kept  up  with  that  end  of  it.  After  we  Jnake  our  award  then 
it  is  up  to  the  comptroller  and  the  disbursing  ofllcers. 

The  CHAIRMAN.  JDo  you  have  any  general  rule  or  poUcy  with 
reference  to  claims  for  changes  and  extras  ? 

Mr.  Talbert.  I  could  not  say  that  we  have  any  general  policy; 
we  have  a  procedure  for  handling  those. 

The  Chairman.  Claims  for  changes  and  extras  are  first  considered 
by  the  district  manager  ? 

Mr.  Talbert.  In  the  early  stages  of  the  construction  work,  the 
district  manager  had  a  good  deal  oi  changes  and  extras,  and  payment 
was  made  at  the  time  that  they  were  agreeable.  I  think  the  construc- 
tion division  has  always  held,  though,  that  they  had  the  right  to 
review  the  findings  of  the  district  manager  on  those  matters. 

The  cases  that  come  to  us  are  cases  wiere  the  district  manager  has 
disagreed  with  the  contractor  on  the  sums  to  be  allowed  for  changes 
and  extras.  The  contractor  then  takes  an  appeal,  so  to  speak,  from 
the  district  Jnanager  to  the  manager  of  the  construction  division; 
then  the  construction  division  reviews  the  findings  of  the  district 
manager,  and  if  the  construction  division,  that  is,  the  home  office  of  the 
construction  division  and  the  contractor  gets  together  on  the  allow- 
ance for  changes  and  extras;  the  matter  is  settled  and  finally  adjusted 
there  and  never  comes  to  our  board.  If  the  contractor  is  not  satisfied 
with  the  treatment  he  receives  from  the  manager  of  the  construction 
division,  he  then  takes  an  appeal  to  the  claims  board,  and  we  have 
as  a  member  of  the  claims  board,  an  experienced  shipbuilder. 

The  Chairman.  Who  is  he  ? 

Mr.  Talbert.  Mr.  Harry  B.  Skinnep. 

The  Chairman.  Of  Skinner  &  Eddy  ? 

Mr.  Talbert.  No,  sir. 

Mr.  Steele.  That  is  a  different  Skinner. 

Mr.  Talbert.  No,  sir;  he  is  not  in  any  way  connected  with  them. 

The  Chairman.  Where  did  he  ever  build  ships  ? 

Mr.  Talbert.  At  Baltimore.  For  many  years  he  was  the  owner 
and  manager  of  the  Baltimore  Shipbuilding  and  Dry  Dock  Co.,  called 
the  ''Old  Skinner  Plant,"  in  the  earlv  days;  and  since  I  have  been 
chairman  I  have  referred  the  cases  of  that  character  to  Mr.  Skinner 
to  make  a  report.  He  usually  calls  the  manager  of  the  construction 
division  down  to  Washington,  or  the  man  From  the  construction 
division  who  particularly  handled  the  cases;  and  they  go  over  the 
changes  and  extras  anew.  But  in  the  great  majority  of  cases  the 
construction  division  is  sustained  and  our  findings  are  the  same  as 
theirs. 

Occasionally  Mr.  Skinner  will  take  a  different  attitude  on  some  of 
the  allowances  from  some  of  the  other  people,  but  no  more  than 
would  occur  between  any  two  different  shipbuilders. 

The  Chairman.  In  the  wood  ship  construction  work,  particularly, 
do  you  find  that  the  contracts  and  specifications  have  been  subject 
to  many  changes  ? 
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Mr.  Talbert.  Yes,  sir.    I  have  understood  that  there  were 
apOToxijnately  500  changes  m  the  Ferris  ship. 
The  Chairman.  And  most  of  those  changes  were  made  after 
^   construction  work  had  actually  begun  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  So  that  would  necessarily  justify  some  claim  for 
i      extra  compensation  ? 

Mr.  Talbert.  Yes,  sir.  Then  the  claims  are  very  high  and  the 
allowances  are  very  high,  too.  Of  course,  the  allowances  are  not  so 
high  as  the  claims,  but  even  our  own  people  admit  that  they  are  en- 
titled to  a  great  deal  of  money  for  those  changes. 
'  The  Chairman.  Have  you  ever  made  anv  study  or  inquiry,  Mr. 
Talbert,  to  ascertain,  over  how  long  a  period  those  changes  in  design 
or  in  specifications  extended  ?  They  began  right  after  the  contract 
and  specifications  were  furnished,  did  they  not? 

Mr.  Talbert.  Yes,  sir;  that  is  my  understanding. 

The  Chairman.  Many  of  them  were  altered  by  telegraph,  were  they 
not? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  How  long  a  period  did  those  changes  continue  to 
be  made  ?  ' 

Mr.  Talbert.  I  think  practically  all  the  way  through. 

The  Chairman.  Right  up  to  the  cancellation  of  contracts  ? 

Mr.  Talbert.  And  at  the  last,  then,  they  made  some  very  extraor- 
dinary changes.  Some  of  these  ships  were  converted  to  sailing 
ships — many  of  them  were. 

The  Chairman.  What  is  your  judgment  as  to  how  long  it  will  take 
to  clear  up  the  matter  of  claims  ?  Do  you  think  it  will  be  out  of  the 
way  by  January  1922  ?. 

Mr.  Talbert.  I  am  of  the  opinion  that  the  claims  board  as  a  board 
will  not  be  kept  busy  sufficient  to  justify  the  organization  any  longer 
I  than  July  1.  I  think  that  the  claims  will  be  disposed  of  to  such  an 
'  extent  that  the  heads  of  the  departments  will  have  time  to  handle  the 
claims  themselves ;  that  is,  if  there  is  a  construction  matter  comes  up 
i  it  can  be  handled  directly  from  the  construction  division  with  the  board 
of  trustees.  I  think  there  will  not  be  enough  claims  after  six  months 
to  justify  keeping  an  organization  for  the  sole  purpose  of  handling 
clauns. 

The  Chairman.  What  has  the  construction  division  been  doing  up 
to  now  ?  following  the  prosecution  of  contracts  ? 

Mr.  Talbert.  There  is  a  good  deal  of  construction  work  under 
progress  now. 

The  Chairman.  I  say,  have  they  been  following  that  work  ? 

Mr.  Talbert.  Yes,  sir;  and  then  several  men  have  been  on  this 
change  and  extra  situation. 

The  Chairman.  Do  you  anticipate  that  the  construction  division 
I  will  be  in  a  position  to  nandle  clauns  of  the  Skinner  &  Eddy  and  the 
Bethlehem  and  Duthie,  and  these  other  steel  ship  contractors  who 
have  contracts  for  a  great  many  ships,  claims  for  which  are  still  out- 
standmg,  or  do  you  consider  that  your  claims  board  will  have  passed 
upon  those  by  the  1st  of  July  ? 

Mr.  Talbert.  The  claims  board  will  have  passed  upon  the  Skinner 
&  Ekidy  claim  and  the  Duthie  claim,  I  womd  say,  within  the  next 
six  weeks. 

The  Chairman.  How  about  the  Bethlehem  ? 
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Mr.  Talbert.  We  have  already  passed  on  that — ^Bethlehem  has  a 
cost  plus  contract  altogether.  . 

The  Chairman.  Yes.  # 

Mr.  Talbert.  That  is  settlement,  for  work  done  on  these  ships  thaJ- 
they  have  built,  is  not  a  matter  to  come  before  the  claims  board  mX 
all.  It  is  a  matter  for  the  finance  division,  and  the  constructMlon 
division,  to  dispose  of.  fi 

The  Chairman.  Why?  n 

Mr.  Talbert.  We  settle  their  costs  and  pay  them  a  certain  M>er- 
centage.  If  there  is  any  question  concerning  costs  it  is  a  questiom  of 
audit  to  determine  those  costs;  there  is  very  little  discretion  tolbe 
used  I  mean,  in  the  settlement  of  the  Bethlehem  claims  after  Ve 
make  this  plant  settlement.  It  is  a  question  for  an  auditor  and  not 
for  a  lawyer;  not  a  question  of  poUcy. 

The  Chairman.  Is  not  that  so  witn  the  Moore  Bros.  ? 

Mr.  Talbert.  I  am  not  familjar  with  the  contract. 

The  Chairman.  If  they  have  got  exactly  the  same  kind  of  contract 
as  the  Union  Works,  there  would  not  be  any  need  of  your  claims 
board  passing  on  that  ? 

Mr.  Talbert.  Very  little. 

The  Chairman.  Or  the  H^nlon,  if  they  have  got  the  same  kind  of 
contract. 

Mr.  Talbert.  There  would  not  be  much  use  for  the  claims  board 
on  strictly  cost  plus  proposition,  where  the  ships  are  built.  Where 
there  is  a  cancellation  it  is  different. 

The  Chairman.  I  am  talking  about  the  construction  claims. 
Your  board  has  passed  on  claims  involving  cost  plus  contracts  for 
ships  already  built,  have  you  not  ? 

Mr.  Talbert.  Only  on  the  (question  of  extras,  so  far  as  I  know,  or 
some  specific  claim  in  connection  with  the  contract. 

The  Chairman.  What  do  you  mean  by  '^some  specific  claim?'' 

Mr.  Talbert.  Well,  the  claim  for  delay  in  the  delivery  of  material, 
for  instance. 

The  Chairman.  How  do  you  know  you  are  not  going  to  have 
claims  like  that  with  reference  to  Bethlenem  ? 

Mr.  Talbert.  We  can  not  anticipate;  we  do  not  know  just  what 
claim  will  come  in.  But  I  am  speaking  of  the  general  proposition. 
The  claims  board  does  not  have  much  to  do  where  the  ships  have 
been  built  and  completed,  only  on  the  question  of  changes  and  extras 
and  on  a  cost  plus  contract,  that  has  nothing  to  do  with  it.  The 
change  on  the  extras,  is  a  matter  that  I  am  not  interested  in,  because 
they  get  costs  and  they  get  their  profit. 

The  Chairman.  Who  passes  upon  the  settlements  for  a  concern 
having  a  contract  like  that  ? 

Mr.  Talbert.  The  construction  division  and  the  auditing  division • 
in  other  words,  the  payments  are  made  only  currently.  We  pay  all 
the  costs.  It  is  vouchered  through,  signed  by  officials  of  the  company 
and  officials  of  the  Fleet  Corporation. 

The  Chairman.  In  some  of  thesecost-plus  contracts  there  is  a 
penaltv  fixed,  is  there  not,  for  delay  over  and  above  certain  dates  ? 

Mr. 'Talbert.  I  think  so. 

The  Chairman.  And  also  a  bonus  paid  for  completion  prior  to  a 
certain  date  ? 

Mr.  Talbert.  Yes. 
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The  Chairman.  Suppose  there  is  a  claun  for  a  bonus,  would  the 
construction  division  pass  upon  that  ? 

Mr.  Talbbrt.  They. did  pass  on  that  originally;  we  have  had  some 
of  those  before  the  Construction  Claims  Board,  but  not  on  cost-plus 
contracts;  they  were  lump-sum  contracts. 

The  Chairman.  But  there  are  cost-plus  contracts  that  have  those 
provisions,  are  there  not  ? 

Mr.  Talbert.  I  do  not  recall  to  mind  any  just  now,  but  they  may 
have. 

The  Chairman.  You  say  you  have  not  seen  the  contract  of  the 
Union  Works  ? 

Mr.  Talbert.  I  have  probably  seen  it,  but  1  do  not  remember  it 
distinctly. 

The  ChairmaV.  You  do  not  recall  whether  that  has  a  penalty 
clause,  and  also  a  bonus  for  completion  before  a  certain  date  ? 
Mr.  Talbert.  No,  sir;  I  do  not  remember. 

The  Chairman.  When,  in  your  judopnent,  will  the  construction 
program  be  completed,  if  you  are  familiar  with  that  ? 

Mr.  Talbert.  I  have  no  idea  concerning  that  whatever. 

Mr.  CoNNALLY.  Some  question  was  asked  you  by  the  chairman 
as  to  these  cases  that  had  been  settled  by  claims  which  had  been 
handled  directly  by  the  board  without  passing  through  the  routine 
machinery  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  CoNNALLY.  I  will  ask  you  whether  or  not  the  claims  board's 
functions  were  largely  advisory.  You  have  no  absolute  power  to 
make  any  settlement  at  all,  as  I  understand  ? 

Mr.  Talbert.  No,  sir. 

Mr.  CoNNALLY.  Except  as  agent,  of  course,  for  the  board. 

Mr.  Talbert.  Of  course  1  have  had  various  powers  at  different 
times.  At  the  present  time  we  have  no  power  except  in  an  advisory 
capacity. 

Mr.  Connally.  In  other  words,  the  claims  board  is  really  a  con- 
venient agent  for  the  regular  board  to  a^^certain  the  facts  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Connally.  And  go  into  a  thorough  investigation  of  any  claim 
and  make  a  report  of  your  findings  to  the  Shippmg  Board? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Connally.  When  that  is  done,  the  board  is  then  at  liberty  to 
act  on  that  or  absolutely  discharge  it  if  they  see  fit,  and  settle  it  on 
the  outside  ? 

Mr.  Talbert.  They  are  not  bound  in  any  way  by  our  action. 

Mr.  Connally.  How  long  have  you  been  on  the  claims  board — 
since  some  time  in  1919  ? 

Mr.  Talbert.  Since  August  15,  1915.  I  am  the  only  man  on  it 
now  that  was  on  it  at  that  time. 

Mr.  Connally.  Could  you  state  in  a  general  way  what  percentage 
of  claims  that  have  been  actually  settled  during  that  time  have  passed 
through  your  board,  and  that  percentage  have  been  settled  inde- 
pendently of  your  board's  action  ? 

Mr.  Talbert.  I  would  say  that  there  has  not  altogether  been  more 
than  a  dozen  claims  settlea  by  the  board  of  trustees  that  have  not 
gone  through  our  board  in  the  regular  way;  there  have  been  prob- 
ably a  dozen. 
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Mr.  CoNNALLY.  Probably  a  dozen  cases  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  CoNNALLY.  Can  you  state  how  man;^  of  the  southern  wood 
shipbuildmg  companies  have  been  settled  with  or  what  ones  are  still 
unsettled  ?    I  mi^t  ask  you  that  question. 

Mr.  Talbert.  Well,  there  is  the  Southern  Dry  Dock. 

Mr.  CoNNALLY.  At  Orange,  Tex.  ? 

Mr.  Talbert.  Yes;  and  the  Universal. 

Mr.  CoNNALLY.  Where  is  that  located — Beaumont  ? 

Mr.  Talbert.  Beaumont,  I  believe.  The  Tampa  Dock,  and 
Dantzler.  \ 

Mr.  CoNNALLY.  That  is  at  Moss  Point,  Miss.  ? 

Mr.  Talbert.  If  I  heard  the  names  I  would  knj)W  whether  they 
are  settled  or  not. 

Mr.  CoNNALLY.  Well,  there  is  a  list  of  some  of  the  yards  on  that 
sheet  (handing  paper  to  witness). 

Mr.  Talbert.  McBride  &  Law  has  gone  through  the  board  and 
contract  has  been  signed,  but  it  has  not  been  finally  settled.  The 
auditors  are  holding  up  an  approved  payment  made  them. 

The  Midland  Bridge  has  been  settled,  to  some  extent ;  that  is,  they 
have  taken  75  per  cent  of  their  award,  I  think.  Heldenfels  Bros, 
have  been  settled  with. 

Mr.  CoNNALLY.  Where  were  they  located  ? 

Mr.  Talbert.  In  Mississippi,  I  think — no,  Rockford,  Tex.  It  says 
here,  Rockford,  Tex. 

Mr.  CoNNALLY.  Can  you  state  why  these  other  companies  that 
you  have  mentioned  that  have  not  been  settled  with— why  the  settle- 
ments have, not  been  had,  or  do  you  know? 

Mr.  Talbert.  The  claims  board  have  made  an  award  in  all  those 
cases.  I  think  the  contractor  in  most  of  them  have  taken  the  position 
that  they  did  not  want  final  action  taken  by  the  claims  board,  and 
the  board  of  trustees  under  our  present  policv,  for  the  reason  that  it 
would  embarass  them  with  their  banks  and  the  people  they  were 
getting  money  from.  In  othei  words,  as  long  as  the  claim  is  open 
and  they  can  state  to  their  creditors  '^I  have  a  claim  against  the 
Shipping  Board  for  so  much  money,  which  has  not  been  determined 
yet,"  they  have  a  lease  of  life,  but  if  there  should  be  a  final  and 
definite  award  made,  and  their  creditors  find  out,  then  they  begin  to 
crowd  them  and  get  what  they  can  out  of  them;  and  the  reason  they 
have  been  holding  off  and  the  reason  that  we  have  been  holding  up,  is 
that  there  is  a  bill  in  Congress  to  give  those  people  reUef;  and  we 
thought  it  would  be  inadvisable  for  us  to  take  any  action  that  would 
embarass  them  with  their  creditors  if  Congress  was  likely  to  grant  the 
relief,  and  I  understand  the  bill  did  pass  through  the  Senate,  but 
was  not  acted  on  by  the  House. 

Mr.  CoNNALLY.  It  was  acted  on  by  the  House  here,  I  think,  last 
session. 

Mr.  Talbert.  1  did  not  know  it  ever  came  to  a  final  vote. 

Mr.  CoNNALLY.  In  a  general  way,  what  does  that  indicate  as  to  the 
financial  condition  in  wood  shipbuilding  ? 

Mr.  Talbert.  I  would  say  that  practically  all  the  wood  ship- 
builders are  in  a  very  bad  condition  financially,  and  they  will  lose  a 
great  deal  of  money. 
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Mr.  CoNNALLY.  What  was  the  cause  of  that,  principally? 

Mr.  T ALBERT.  They  built  their  yards  thinking  that  they  would  get 
other  ships  for  a  number  of  years — at  least  five  years.  Some  of  them 
only  got  contracts  for  one  set  of  ships — ^for  four  ships — one  turn  of  the 
ways. 

Mr.  CoNNALLY.  As  a  matter  of  fact,  wooden  ships  now  are  not 
profitable,  are  they  ? 

Mr.  TAL.BERT.  I'hey  are  worthless,  practically;  and  those  yards  are 
worthless,  most  of  them,  except  for  what  junk  you  can  get  out  of  them. 

Mr.  CoNNALLY.  When  did  the  Shipping  Board  discontinue  letting 
contracts  for  wooden  constrution,  if  you  know  ? 

Mr.  Talbert.  I  do  not  know  that  without  looking  it  up. 

Mr.  CoNNALLY.  Can  not  these  wooden  ships  be  salvaged  by  con- 
verting them  into  saiUng  ships  or  tugs  or  barges,  or  something  of  that 
kind,  for  coastwise  service  ? 

Mr.  Talbert.  I  am  not  up  on  that  question  at  all. 

Mr.  CoNNALLY.  I  will  withdraw  that. 

Mr.  Talbert.  I  am  just  an  ordinary  lawyer. 

Mr.  CoNNALLY.  1  thought  from  your  experience  in  the  board  you 
might  know. 

Mr.  Talbert.  They  have  tried,  I  think,  every  feasible  way  to  use 
them  to  advantage,  and  *the\  are  not  being  very  successful  with  it. 

Mr.  Steele.  Mr.  Talbert,  so  far  as  the  constrution  of  wooden  ships 
is  concerned,  the  net  result  of  practically  all  the  contracts  awarded 
has  been  a  loss  to  the  contractor:  is  that  true? 

Mr.  Talbert.  So  far  as  I  know,  that  is  true;  yas,  sir. 

Mr.  Steele.  Your  board,  Mr.  Talbert,  I  suppose,  keeps  a  docket 
of  the  claims  pending  before  it  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  each  claim  has  a  number  ? 

Mr.  Talbert.  Yes,  sir;  a  serial  number. 

Mr.  Steele.  Can  you  tell  us  what  the  entire  number  of  claims 
has  been  before  your  board  down  to  this  time  ? 

Mr.  Talbert.  I  have  not  that  tabulated  down  until  today,  but 
I  have  it  until  November  1st. 

Mr.  Steele.  That  will  do. 

Mr.  Talbert.  Cases  that  we  have  passed  on  from,  I  think,  July, 
1919,  until  November  1,  was  2,124. 

Mr.  Steele.  Have  they  been  finally  disposed  of  so  far  as  your 
board  is  concerned  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Awards  have  been  made  in  all  those  cases  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  what  is  the  number  still  pending  ? 
Mr.  Talbert.  I  would  say  about  350. 

Mr.  Steele.  And  those  you  expect  to  be  disposed  of  by  the  1st 
of  July? 

Mr.  Talbert.  They  will  be,  so  far  as  our  board  is  concerned.  Of 
course,  it  must  be  understood  that  there  will  be  claims  as  long  as 
there  is  a  Fleet  Corporation  or  a  Shipping  Board.  The  point  I  was 
trying  to  make  to  the  chairman  a  while  ago  was  that  after  July 
I  thought  that  the  claims  would  be  so  well  in  hand  that  it  would 
not  be  necessary  after  that  time  to  keep  a  distinct,  separate  organi- 
zation to  handle  these  claims  as  we  are  now. 
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Mr.  Steele.  Of  the  claims  of  which  awards  have  been  made  by 
your  board,  can  you  tell  us  how  many  of  the  awards  have  been 
accepted  and  have  been  finally  settled  by  a  payment  or  a  number  of 
appeals  that  have  been  taken  or  pending  beiore  the  Court  of  Claims 
or  any  other  jurisdiction? 

Mr.  Talbert.  I  could  not  give  you  the  exact  number  

Mr.  Steele.  Approximately? 

Mr.  Talbert.  Approximately,  I  would  say  that  over  90  per  cent 
of  the  cases  that  we  pass  are  accepted  by  the  contractor;  many 
times  under  protest,  but  ihej  are  usually  accepted. 

Mr.  Steele.  Where  there  is  a  difference  between  the  contractor 
and  the  board,  are  any  payments"  made  on  account  of  the  awards  ? 

Mr.  Talbert.  Oh,  yes,  sir;  when  we  make  a  final  award  if  the  con- 
tractor is  not  satisfied  with  it  we  pay  him  75  per  cent. 

Mr.  Steele.  Seventy-five  per  cent  of  the  amount  of  the  award  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  that  gives  him  an  opportunity  of  going  into  the 
Court  of  Claims,  of  proving  his  case  and  recovering  any  balance  that 
they  may  award  him  there  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  You  stated  that  the  Merrill-Stevens  contract  had 
been  awarded  at  a  very  low  sum,  so  far  as  the  ability  of  the  con- 
tractor was  to  carry  on  his  contract  to  completion? 

Mr.  Talbert.  That  is  my  understanding.  He  had  about  five 
contracts,  I  think;  two  of  them  were  cost  plus — the  two  last  ones, 
I  think,  were  cost  plus.  But  I  was  speaking  of  the  earlier  contracts; 
and  the  first  contract  was  for  twelve  composite  ships.  That  was  an 
altogether  new  departure  in  shipbuilding. 

Mr.  Steele.  In  that  case,  as  1  understand  it,  you  have  made  an 
award  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  has  it  been  settled  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  White  Haven  case,  where  you  said  that  you 
found  that  they  were  indebted  to  the  Fleet  Corporation  for  some- 
thing like  $75,000  or  $100,000  ? 

Mr.  Talbert.  Yes,  sir;  that  is  my  memory. 

Mr.  Steele.  That  is  your  recollection. 

Mr.  Talbert.  Of  course,  we  never  particularly  concern  ourselves 
about  the  amount  the  contractor  owes  us,  that  is,  in  making  the 
award;  that  is  a  financial  matter,  and  the  finance  division  takes 
that  out  of  the  award  that  we  make.  But  in  conference  with  Mr. 
Adamson  and  members  of  the  finance  division,  my  memory  is  they 
told  me  that  is  about  the  amount. 

Mr.  Steele.  That  represented  the  amount  of  allowance  that  had 
been  advanced  to  the  White  Haven  Company  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  that  was  entirely  outside  of  your  jurisdiction  ? 

Mr.  Talbert.  Yes,  sir;  I  may  be  able  to  tell  you  a  little  about 
that  White  Haven  Co.  that  was  overlooked  awhile  ago.  The  con- 
tractor proceeded  on  the  contract.  He  went  ahead  and  signed  it  up, 
and  did  not  get  his  labor  protection  that  he  wanted,  and  went  ahead 
with  the  construction  a£  the  ships,  and  we  made  advance  payments 
and  progress  payments,\  until  when  these  ships  were,  I  would  say, 
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approximately  55  per  cent  complete,  or  something  like  that,  all  of 
the  money  was  gone.  We  had  paid  the  contractor  the  full  contract 
price  for  the  ships,  and  the  ships  were  not  completed,  and  he  did  not 
Lave  any  money  to  go  on  with  the  work. 

Mr.  Steele.  Was  the  money  actually  consumed  in  the  construction 
costs  ? 

Mr.  Talbert.  Yes;  there  is  no  question  about  that. 
Mr.  Steele.  There  was  not  any  question  of  diversion  of  funds 
there,  no  fraud  ? 

Mr.  Talbert.  Nothing  of  that  kind  was  alleged  at  all.  So  it 
became  necessary  for  the  Fleet  Corporation  to  protect  the  money 
that  had  been  already  advanced.  A  settlement  contract  was  entered 
into  with  the  White  Haven,  by  which  the  Fleet  Corporation  was'  to 
advance  the  money  to  complete  the  ships;  and  after  the  ships  were 
built  a  final  settlement  should  be  made,  and  any  claim  tha£  they  had 
should  be  submitted  to  the  Claims  Board  and  passed  on,  and  whatever 
sum  would  be  owing  and  due  to  the  Fleet  Corporation  shoul4  be  paid, 
and  if  any  should  be  due  and  owing  the  contractor,  it  should  be  paid 
by  the  Fleet  to  the  contractor.  In  other  words,  there  was  to  pe  a 
final  settlement,  and  that  money  was  to  be  advanced  at  the  time, 
I  would  say,  with  very  little  hope  of  getting  it  back,  because  we  had 
to  protect  the  money  that  had  already  been  spent. 

Mr.  Steele.  The  question  before  the  Fleet  Corporation,  then,  was 
whether  the  contractor  was  to  fall  down  on  his  contract  when  75  per 
cent  completed  and  an  incomplete  ship,  and  the  needs  of  the  Fleet 
Corporation,  or  whether  it  would  advance  money  and  allow  him  to 
complete  it  and  get  a  finished  ship ;  that  was  the  proposition. 

Mr.  Talbert.  That  was  the  proposition. 

Mr.  Steele.  There  was  no  question  there,  you  say,  of  diversion  of 
funds  ? 

Mr.  Talbert.  Oh,  no,  sir. 

Mr.  Steele.  Was  there  any  other  q^uestion  as  between  the  con- 
tractor and  the  Fleet  Corporation  outside  of  this  question  of  excess 
wages? 

Mr.  Talbert.  The  matter  of  extras,  I  think. 
Mr.  Steele.  There  were  some  extras  involved  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  amount  of  the  claim  for  extras? 
Mr.  Talbert  My  memory  is  that  it  was  about  $30,000. 
Mr.  Steele.  About  $30,000  ? 

Mr.  Talbert.  I  think  the  claim  was  possibly  more  than  that,  but 
that  was  the  allowance. 

Mr.  Steele.  Then  the  allowance  to  them  was  really  for  extras, 
was  it— for  $30,000  ? 

Mr.  Talbert.  Yes,  sir.  I  am  just  testifying  to  the  best  of  my 
recollection,  but  that  is  my  memory  about  it. 

Mr.  Steele.  You  referred  to  the  Liberty  plants  of  the  Bethlehem 
Co.,  at  Alameda,  California? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  That,  you  say,  was  a  cost-plus  contract? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  amount  expended  by  the 
Government  on  that  contract  ? 

Mr.  Talbert.  No,  sir;  I  could  not  remember. 
Mr.  Steele.  Could  you  give  it  approximately  ? 
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Mr.  Talbert.  No  ;  I  would  not  attempt  to  do  that. 

Mr.  Steele.  Could  you  tell  the  committee  what  was  the  actual 
amount  expended  ? 

Mr.  Talbert.  I  can  not  remember  that;  I  remember  what  the 
settlement  was  to  be  in  percentages,  and  so  on.  But  I  do  not  remem- 
ber the  amounts  of  money. 

Mr.  Steele.  Most  of  the  cost-plus  contracts  of  that  character  were 
of  the  same  kind,  were  they  not  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  same  form  of  contract  applies  to  nearly  all  of 
them? 

Mr.  Talbert.  This  contract  was  a  little  different,  in  that  it  con- 
.templated  a  cancellation.  I  suppose  we  had  gotten  along  in  the  war 
to  such  an  extent  where  we  thought  we  might  not  need  these  big 
plants,  and  the  contract  provided  that  in  the  event  of  cancellation 
the  Fleet  Corporation  should  pay  five  per  cent  on  the  cost  of  plant 
construction  and  seven  and  a  half  per  cent  on  the  cost  of  ship  con- 
struction! That  was  to  be  damages;  in  other  words,  they  provided 
in  advance  what  damages  should  be  paid  for  cancellation. 

Mr.  Steele.  What  was  to  be  the  size  of  that  plant,  do  you  recall  ? 

Mr.  Talbert.  Ten  ways,  I  think;  and  the  contract  was  for  20 
troop  ships,  I  believe — big  ships  of  some  character. 

Mr.  Steele.  That  was  a  good-sized  contract,  then  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  One  of  the  largest  of  that  kind? 
Mr.  Talbert.  I  think  so. 

Mr.  Steele.  How  long  had  they  been  at  work  on  that  contract  ? 
Mr.  Talbert.  I  could  not  answer  that. 
Mr.  Steele.  Have  you  any  idea  ? 
Mr.  Talbert.  No,  sir. 

Mr.  Steele.  Do  you  recall  when  it  was  canceled  ? 

Mr.  Talbert.  It  was  canceled  November  15,  1918,  I  think. 

Mr.  Steele.  Immediately  after  the  armistice  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  claim  of  the  Bethlehem  Company  is  under  that 
contract,  then  ? 

Mr.  Talbjirt.  Yes,  sir. 

Mr.  Steele.  You  referred  to  new  plants  at  Mills  Point,  and  at 
Wilmington,  Del.  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Are  those  new  plants,  or  are  they  old  plants? 
Mr.  Talbert.  They  are  additions  to  old  plants. 
Mr.  Steele.  They  are  additions  to  the  old  plants? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  Sparrows  Point  plant  is  an  old  plant;  it  is  a  steel- 
manufacturing  plant,  is  it  not,  and  shipbuilding  plant,  too  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  the  Harlan  &  HoUingsworth  plant  at  Wihnington, 
Del.,  is  also  an  old  shipbuilding  plant? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  these  contracts  were  for  additions  to  those 
plants  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  extent  of  those  additions  that 
vere  contemplated  under  the  contract  ? 
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Mr.  Talbert.  I  would  hate  very  much  to  undertake  to  give  the 
amounts  here;  but  there  was  a  lunit  to  expenditures  to  be  made  by 
the  Fleet  in  all  instances,  but  I  can  not  ffive  you  the  amoimt  of  it. 
The  contract,  in  substance,  provided  that  the  Fleet  Corporation  would 
I  '  advance  a  certain  sum  of  money  to  extend  the  plant,  and  after  the 
i     close  of  the  program,  in  some  cases  after  the  close  of  the  war,  the 
\     Bethlehem  Shipbuilding  Co.  had  an  option  to  buy  these  extensions 
I     that  the  Fleet  Duilt,  and  if  the  Bethlehem  Co.  did  not  buy,  did  not 
I     want  to  buy,  the  Fleet  Corporation  was  compelled  to  remove  that 
extension  and  improvements  from  the  grounds,  etc. 
Mr.  Steele.  Was  the  option  exercised  ? 
*       Mr.  Talbert.  It  is  being  exercised  in  this  settlement. 
Mr.  Steele.  It  is  being  exercised  in  this  settlement? 
Mr.  Talbert.  That  is,  we  are  selling  those  plants  to  the  Bethlehem, 
and  we  think  we  are  making  a  very  good  deal. 

Mr.  Steele.  You  referred  a  while  ago  to  the  audit  of  these  plants 
of  the  Bethlehem  Co.;  who  conducted  that  audit? 

Mr.  Talbert.  That  is  conducted  imder  the  general  supervision  of 
the  Comptroller's  office.  As  it  was  brought  out,  while,  I  think  at 
one  time  at  least  they  hired  some  auditing  firm,  but  that  employment 
was  imder  the  general  Comptroller's  department,  that  is,  instead  of 
having  his  own  mdividual  employees,  he  made  a  contract  with  some 
certified  pubUc  accountant. 
Mr.  Steele.  Who  were  they? 
Mr.  Talbert.  Perley-Morse. 

Mr.  Steele.  Did  they  represent  the  Shipping  Board  in  this  matter  ? 

Mr.  Talbert.  I  think  so;  that  is  my  general  understanding. 

Mr.  Steele.  Are  they  employed  by  the  Shipping  Board  to  do  that? 

Mr.  Talbert.  Yes,  sir;  employed  by  the  Comptroller's  office  of  the 
Shipping  Board,  Fleet  Corporation. 

Mr.  Steele.  Representing  the  Shipping  Board  to  audit  the 
accounts  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Under  a  contract  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Was  that  employment  made  at  the  instigation  of 
Perley-Morse  &  Co.  ? 

Mr.  Talbert.  I  could  not  tell  you  about  that — in  fact,  this  matter 
never  came  to  me. 

Mr.  Steele.  Is  it  on  a  continued  basis,  or  is  it  on  the  basis  of  the 
amount  to  be  paid  to  them  ? 
Mr.  Talbert.  I  understand  it  is  so  much  per  ship — they  pav 
I     Perley-Morse  a  certain  definite  sum  for  auditing  the  costs  on  each 
I     ship.    But,  now,  I  would  suggest  that  Mr.  Tweedale,  the  General 
j     Comptroller,  coiild  tell  you  every  detail  connected  with  that;  and 
I     all  I  know  are  just  general  rumors  that  I  picked  up. 
'       Mr.  Steele.  How  long  has  the  Perley-Morse  contract  been  in 
existence  ? 

Mr.  Talbert.  I  do  not  know  that.  I  first  heard  of  it  along  about 
last  March  or  April. 

Mr.  Steele.  In  the  testimony  taken  in  New  York  Mr.  Lucken- 
bach  referred  to  Perley-Morse  as  his  "own  private  accountant." 
Does  the  Shipping  Board  employ  private  accountants  of  the  claimant 
'     to  go  over  the  books  of  the  contractor  ? 
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*Mr.  Talbert.  No,  sir.  I  am  sure  he  is  not  the  accountant  for  thf* 
BiBthlehem  people,  and  I  have  never  heard  of  him  doing  any  work 
except  on  the  Betnlehem  case. 

Mr.  Steele.  Luckenbach  says  Perley-Morse  were  private  ac- 
countants employed  by  him. 

Mr.  Talbert.  They  might  have  been  on  one  matter. 

The  Chairman.  That  was  a  previous  audit  they  niade. 

Mr.  Steele.  Yes,  but  it  referred  to  these  same  accounts.  You 
have  no  information  upon  that  subject? 

Mr.  Talbert.  No.  I  am  quite  sure  that  Perley-Morse  is  not  in 
any  way  connected  with  the  Bethlehem. 

Mr.  Steele.  I  am  sure  of  that  from  the  testimony  here.  But 
Perley-Morse  are  adverse  to  the  Bethlehem  Company,  representing 
a  private  claimant  which  is  antagonistic  to  the  Bethlehem  Company. 

Mr.  Talbert.  I  did  not  know  about  that. 

Mr.  Steele.  What  ? 

Mr.  Talbert.  I  did  not  know  anything  about  that;  m  fact,  all 
this  regarding  the  Perley-Morse  and  the  audit  of  the  books  is  foreigiL 
to  my  jurisdiction;  I  do  not  know  anything  about  it. 

Mr.  Steele.  The  Hog  Island  matter  did  not  come  before  your 
board  at  all  ? 

Mr.  Talbert.  It  was  at  one  time  brought  before  the  claims  board 
in  Philadelphia,  and  probably  in  January,  the  case  was  referred  to  a. 
member  of  the  board  named  Mr.  John  Meigs  and  myself  to  make  a. 
report  and  recommendation.  We  commenced  work  on  the  case^ 
but  only  worked  a  day  or  two,  when  I  got  information  that  the  case 
would  be  handled  in  Washington.  I  do  not  remember  now  just 
how  that  information  was  conveyed  to  me,  but,  anyhow,  I  was  in- 
formed to  not  go  any  further  with  it;  that  the  matter  would  be  dis- 
posed of  at  once. 

Mr.  Steele.  Who  so  informed  you? 

Mr.  Talbert.  I  could  not  remember  that. 

Mr.  Steele.  Some  superior  officer? 

Mr.  Talbert.  Sure;  probably  the  chairman  of  the  board. 

The  Chairman.  Mr,  Talbert,  these  wood-ship  contracts  are  mostly 
cost-plus  contracts,  are  they  not  ?  ^ 

Mr.  Talbert.  On  the  Atlantic  and  Gulf  coasts  thev  are  prac- 
tically all  cost  plus — the  great  majority  of  them  are,  at  least. 

The  Chairman.  They  all  being  cost-plus  contracts,  will  you  state 
upon  what  the  claim  of  contractors  is  based  that  they  are  practically 
all  on  the  verge  of  bankruptcy? 

Mr.  Talbert.  Yes,  sir;  I  will  be  glad  to  do  that.  I  can  do  that 
better  by  giving  you  a  case  which  is  applicable  to  practically  all  of 
them. 

The  Chairman.  That  is  what  I  would  like  to  have  for  the  purposes, 
of  the  record. 

Mr.  Talbert.  You  could  take  the  Kingston  Shipbuilding  Co.  on 
the  Atlantic  coast.  It  is  in  New  Jersey  or  New  York.  They  orig-- 
inally  had  a  contract  for  four  Ferris  hulls  at  a  lump-sum  price  of,  say, 
$300,000  each.  Later  a  great  manv  changes  and  conditions  and 
eliminations  were  made  in  the  specifications,  and  there  was  quite  a 
contention  and  dispute  as  to  just  what  the  contractor  would  be 
entitled  to,  as  to  how  much  this  $300,000  should  be  increased;  and 
to  take  it  over  the  country  generally,  the  contractors  had  got  to  the 
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point  when  they  had  built  two  or  three  of  these  ships  and  where  they 
were  using  up  all  their  funds,  and  the  progress  payments  would  not 
take  care  of  the  expenses.  They  were  getting  to  the  point  where 
they  had  to  have  money,  and  they  were  calling  and  wanting  advance 
money  on  these  changes  and  extras,  and  the  contention  got  so  severe 
and  the  contractors  got  so  much  in  need  of  funds  that  they  were 
called  to  Philadelphia.  They  had  a  number  of  meetings,  where  all 
the  contractors  were  present  at  a  conference,  and  it  was  decided  to 
change  those  contracts  over  from  the  lump  sum  to  cost  plus,  that 
would  take  care  of  all  the  immediate  needs  and  to  give  them  contracts 
for  additional  ships. 

T  might  say,  in  starting  out,  that  when  this  Kingston  Co.  got  con- 
tracts for  four  ships  for  $300,000  apiece  it  became  necessary  for  them 
to  build  a  yard  in  which  to  build  these  ships.  It  might  be  presumed 
that  the  average  cost  of  the  yard  to  them  was  about  $300,000,  that 
they  paid  for  that  yard,  and  the  yard,  we  will  say,  now  is  worth 
$50,000,  which  is  a  pretty  fair  price  for  all  of  them,  taking  them  as  a 
whole. 

After  these  conferences  their  contract  was  changed  over  to  a  cost- 
plus  contract,  and  all  those  contracts  are  set  up  practically  in  two 
parts:  In  the  first  part  it  relates  to  those  four  original  hulls  and  the 
last  part  relates  to  the  new  ships  that  were  awarded.  On  those  four 
hulls  it  was  agreed  that  the  Fleet  Corporation  would  pay  all  the  costs 
retroactively,  back  to  the  beginning  of  the  work,  and  would  also  pay 
all  the  costs  in  the  future — and  ''cost''  is  very  specifically  defined  in 
the  contract.  There  are  about  six  or  seven  different  little  paragraphs 
clearly  defining  what  the  costs  are  to  be. 

And  the  contract  provides  that  for  these  four  hulls,  the  building 
of  them,  the  contractor  to  get  a  fee  of  $15,000  per  hull.  That  is 
not  divided  or  split  up  in  any  way,  but  the  contract  reads  something 
like  this,  that  "lor  the  completion  of  said  hulls  and  for  all  the  claims 
that  *^'ie  contractor  may  have  to  date,  of  every  kind,  character,  and 
descr^  tion,  it  is  agreed  that  he  shall  be  paid  $15,000  per  hull." 

Then  the  contract  takes  up  the  awarding  of  new  hulls,  and  in 
this  case  of  the  Kingston  wShipbuilding  Co.  is  stated  that  he  shall  have 
three  additional  huUs  to  be  built  on  a  cost-plus  basis,  and  "cost"  is 
defined  in  practicallv  the  same  way  as  denned  in  the  original  four 
hulls.  .        .  ^    .  . 

And  for  his  fee  in  building  those  ships  he  is  to  receive  .$15,000  per 
ship,  $8,000  of  which  shall  be  considered  as  profit  and  $7,000  shall  be 
considered  as  plant  depreciation. 

In  this  case,  after  tne  awarding  of  this  second  contract,  we  can- 
celed all  these  last  three  ships  and  we  canceled  one  of  the  original 
four  ships.  In  makijig  the  settlement  with  the  Kingston  Shipbuild- 
ing Co.  we  passed  a  resolution  reciting  that  on  this  original  con- 
tract for  four  ships  that  we  would  pay  the  contractor  $15,000  per 


three  times  $15,000  or  $45,000.  That  might  appear  to  the  committee 
that  that  was  paying  for  work  not  done,  but  our  answer  to  that  is 
this,  that  in  the  clause  providing  payment  for  these  four  ships,  it 
stated  it  is  not  only  for  .completing  the  ships,  but  in  lieu  of  all  the 
claims  he  may  have  and  in  full  satisfaction  of  all  these  claims,  extras 
and  any  compensation  that  he  might  have. 
The  Chairman.  In  the  future  ? 
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Mr.  Talbert.  In  the  future  regarding  those.  So  we  allowed  him 
$15,000  per  hull  for  each  of  the  four  original  hulls  at  $15,000,  which 
makes  $60,000. 

The  Chairman.  But  you  canceled  one  of  them. 

Mr.  Talbert.  We  canceled  one  of  them,  but  in  any  case  where  the 
original  hull  was  canceled  we  still  paid  him  $15,000  regardless.  All 
of  these  last  three  hulls  were  canceled,  and  in  this  case  there  had 
been  no  work  done  at  all.  He  did  not  have  $25  worth  of  material 
ordered.    So  we  are  getting  out  very  lucky  on  that. 

Under  oiir  regular  procedure,  we  would  pay  the  Kingston  Ship- 
building Co.^  no  part  of  the  $8,000  mentioned  as  profit,  because  that 
would  DC  clearly  paying  him  profit  for  something  he  had  not 
done.  But  we  would  pay  him  the  $7,000  on  each  hiul  for  deprecia- 
tion, and  three  times  seven  is  twenty-one,  because  the  contract  pro- 
vides that  $7,000  of  that  fee  of  $15,000  shall  be  considered  as  depre- 
ciation. 

So  we  paid  that  contractor  altogether  $81,000,  which  is  all  the 
cash  that  he  ever  gets  out  of  the  Fleet  Corporation;  all  the  rest  is 
just  reimbursement  for  cost. 

We  go  back  to  his  plant,  which  costs  $300,000,  and  it  is  now  worth 
$50,000.  There  is  $250,000  that  that  man  has  lost  on  his  plant. 
Under  our  award  we  pay  him  $81,000,  and  he  still  loses  the  differ- 
ence— he  and  his  bankers  and  brokers. 

But  under  the  contract  itself,  the  attorneys  for  the  Fleet  Corpora- 
tion have  always  contended  that  we  have  construed  it  as  liberally  as 
possible,  especially  in  paying  $15,000  on  a  hull  that  he  did  not  build 
at  all,  and  paying  him  all  that  part  of  depreciation  that  is  mentioned 
in  the  contract  as  depreciation. 

But  you  can  readily  see  the  condition  that  that  leaves  a  man  in. 

The  Chairman.  Suppose  he  had  completed  the  other  three  ships, 
where  would  he  have  been  ? 

Mr.  Talbert.  He  would  get  $24,000  more— he  would  get  $105,000 
to  take  care  of  a  $250,000  loss. 

The  Chairman.  He  would  still  be  broke  ? 

Mr.  Talbert.  He  would  still  be  broke;  and  it  is  to  take  care  of 
cases  of  that  kind  that  the  Congress  has  been  asked  to  intervene  and 
to  take  some  action. 

Mr.  CoNNALLY.  Right  there,  if  I  may  interrupt,  and  I  think  it 
would  help,  all  of  us:  These  contractors  that  are  in  that  condition 
have  been  claiming  aroimd  here  generally  that  Mr.  Hurley,  or  some 
one  else  in  the  Shipping  Board,  had  given  them  verbal  assurances  all 
along  that  even  though  the  war  might  terminate  shortly,  that  still 
we  needed  these  ships,  and  that  they  could  reasonably  expect  either 
from  the  Shipping  Board  or  from  private  parties  a  continuation  of 
the  shipbuilding  program  for  two  or  three  years.  Is  there  anything 
in  the  Shipping  Board  records,  to  your  knowledge,  either  in  resolu- 
tions or  any  other  way,  that  would  tend  to  substantiate  any  claim  of 
that  kind  ? 

Mr.  Talbert.  I  never  have  seen  any  written  document  confirming 
that.  I  have  never  been  able  to  find  any  written  statement,  but  1 
have  talked  with  niunerous  fieet  officials  who  were  present  at  some 
of  these  conferences  with  wooden  shipbuilders,  and  they  tell  me  that 
thoy  heard  Mr.  Hurley  tell  them  when  they  were  changing  over  that 
they  would  be  taken  care  of. 
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Mr.  Conn  ALLY.    Taken  care  of" — that  is  a  broad  term. 
Mr.  Talbert.  I  will  explain  that  to  you. 

Mr.  Steele.  Can  you  tell  when  those  were  taken  over  and  those 
new  contracts  made  ? 

Mr.  Talbert.  That  was  in  1918  when  they  were  changed  over,  in 
the  early  part — ^May  or  June,  along  in  those  months.  I  have  been 
told  by  fleet  officials  that  at  one  conference  in  Philadelphia  with  the 
wooden  shipbuilders  when  the  fleet  was  demanding,  practically,  that 
they  come  over  on  the  cost  plus  basis,  that  they  took  an  example,  just 
as  i  have  here,  and  asked  Mr.  Hurley  and  the  fleet  people  where  the 
wooden  shipbuilders  would  get  off  in  case  of  any  cancellation  or  in 
case  they  did  not  get  any  more  contracts,  and  that  he  verbally 
assured  them  that  it  was  the  intention  of  the  corporation  to  carry 
on  this  shipbuilding  program  for  several  years,  and  that  he  could  at 
least  assiire  them  tney  would  have  three  turns  to  the  ways;  that  is, 
that  thev  would  be  allowed  to  build  three  ships  on  each  way  they  had. 

The  CHAIRMAN.  Mr.  Hurley  was  chairman  of  the  board  at  that 
time? 

Mr.  Talbert.  He  was  chairman  of  the  Shipping  Board,  the  highest 
official  connected  with  the  fleet. 

Mr.  CoNNALLY.  This  was  in  an  official  conference,  was  it,  where 
they  were  discussing  this  matter,  not  privately  ? 

Mr.  Talbert.  I  was  in  a  general  conference,  I  think,  with  the 
builders.  Of  course,  in  addition  to  that  I  think  there  was  a  good 
deal  of  pressure  brought  to  bear  to  make  the  bmlders  believe  that  the 
program  would  last  lour  years.  Otherwise,  no  sensible  man  would 
build  a  plant  to  construct  one  set  of  ships. 

Mr.  CoNNALLY.  You  said  a  moment  ago  that  this  Shipping  Board 
called  the  wooden  shipbuilders  and  was  insisting  on  turning  over 
from  the  lump  sum  to  cost  plus,  while  the  Shipping  Board  insisted 
on/cbn verting  these  contracts;  what  was  the  occasion  for  that? 

Mr.  Talbert.  Hiey  had  used  up  all  their  progress  payments  and 
more,  and  the  Fleet  Corporation  had  to  advance  money,  and  it  was 
thought  it  would  be  better  to  all  parties  just  to  put  them  on  a  straight 
cost  plus  basis. 

Mr  CoNNALLY.  At  that  time  had  or  had  not  it  been  demonstrated 
to  anj  degree  that  these  wooden  ships  would  be  practically  worthless  ? 
Had  it  not  already  at  that  time  been  demonstrated  pretty  thoroughly 
that  the  steel  ship  was  the  only  ship  to  build? 

Mr.  Talbert.  Surely,  except  just  as  an  emergency;  I  think  the 
wooden  ships  were  all  the  way  through  considered  as  an  emergency,  i 
because,  if  you  remember,  in  1918  and  up  until  probably  in  Octo]^er, 
the  concensus  of  opinion  was  that  the  war  would  last  over  into 
another  year  at  least,  and  while  I  presume  all  the  officials  knew  that 
after  the  war  all  wooden  ships  would  not  be  worth  much,  but  they 
were  worth  a  great  deal  at  tnat  time  just  as  an  emergency  measure. 

Mr.  CoNNALLY.  Were  practically  all  of  these  wooden  ships  ocean- 
going ships  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  recall  whether  Mr.  Hurley  stated  his  belief  that 
the  war  would  last  for  a  period  of  two  years,  or  whether  it  was  an 
absolute  promise  to  them  that  the  contracts  would  last  for  a  period  of 
two  years  ? 

Mr.  Talbert.  Of  course,  you  understand  I  was  not  present  at  any 
of  those  conferences,  and  was  not  even  with  the  Shipping  Board  at 
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that  time  myself.  I  did  not  come  imtil  April,  1919.  This  is  all 
second  and  third  hand;  I  never  had  a  talk  with  Mr.  Hurley  about  it  in 
my  life,  but  the  most  of  the  information  I  get  is  from  McNitt,  who  was 
attorney  for  the  wood  ship  division,  and  he  is  the  man  who  drew  all 
these  wood-ship  contracts,  and  I  know  he  has  always  felt  that  the 
wood  shipbuilders  were  being  very  imjustly  treated. 

Mr.  CoNNALLY.  Where  is  Mr.  JlcNitt  now  ? 

Mr.  Talbert.  He  is  in  Chicago. 

Mr.  CoNNALLY.  Not  connected  in  any  way  with  the  Shipping 
Board? 

Mr.  Talbert.  Oh,  no,  sir;  he  resigned  in  November,  1919. 

Mr.  CoNNALLY.  I  am  very  glad  to  get  that  information.  I  am 
frank  to  say  I  have  always  been  very  reluctant  to  entertain  any  of 
these  contentions  of  these  wood  shipbuilders,  that  they  had  lost 
money,  and  thought  it  was  largely  "moonshine.^' 

The  Chairman.  Mr.  Talbert,  will  you  take  a  case  of  the  wooden 
shipbuilder  where  they  had  a  cost-plus  contract  at  the  beginning, 
where  the  Fleet  paid  for  building  a  ship,  where  the  fleet  paid  for  the 
cost  of  the  ship  construction,  and  explain  how  they  can  say  that  they 
are  broke  ?  ' 

Mr.  Talbert.  They  are  not  broke,  and  they  can  not  claim  that  they 
are. 

The  Chairman.  A  good  many  of  them  are  making  that  claim. 

Mr.  Talbert.  Not  that  I  know  of — cost  plus  from  the  beginning — 
and  where  the  Fleet  owned  the  yard  and  the  fleet  paid  all  of  the 
costs  ? 

The  Chairman.  Yes. 

Mr.  Talbert.  I  do  not  know  of  any  of  those  making  a  claim  such 
as  that. 

The  Chairman.  You  do  not  know  of  any  wooden-ship  contractor 
that  wants  settlement  with  the  Shipping  Board  who  haa  a  cost-plus 
contract  at  the  beginning,  where  the  Fleet  Corporation  built  their 
yard,  claiming  that  they  should  be  settled  with  upon  the  same  basis 
as  these  other  companies  that  were  also  promised  additional  ships  'i 

Mr.  Talbert.  No.  Their  claim  is  simply  for  profits  which  we  will 
not  pay.    The  Midland  Bridge  is  one  of  that  kind. 

The  Chairman.  Give  us  an  example  of  that  now,  as  you  figured  the 
others.    I  would  like  to  have  the  two  classes. 

Mr.  Talbert.  The  Midland  Bridge  had  a  contract  for  six  boats,  I 
believe,  the  Fleet  Corporation  to  build  the  yard  and  to  pay  all  the 
.  ship  costs,  and  they  were  to  get  a  fee  of  $8,000  per  boat.  I  do  not 
remember  how  many  they  built — I  believe  it  was  two;  Mr.  McKeehan 
would  know,  if  he  was  here.  Well,  it  does  not  matter  about  the  num- 
ber. They  built  some  of  these  boats,  for  which  we  did  pay  them  the 
full  $8,000,  and  they  had  ordered  materials  and  had  done  some  work 
on  the  rest  of  them,  but  very  little.  When  we  made  our  award  with 
the  Midland  Bridge  we  paid  them  the  fees  on  the  boats  that  they  had 
fully  completed,  and  we  paid  them  the  percentage  of  their  fee  on  the 
other  boats;  for  instance,  if  they  had  one  of  the  other  hulls  25  per 
cent  complete  we  paid  them  25  per  cent  of  the  $8,000;  in  other  words, 
we  paid  them  for  the  work  that  they  actually  did,  measured  by  the 
contract  yardstick. 

The  Chairman.  And  they  are  claiming  what  they  might  have  made 
if  the  others  had  not  been  canceled  ? 
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Mr.  Talbert.  Yes,  sir;  what  they  might  have  made  if  the  others 
liad  not  been  canceled,  and  they  claim  they  would  have  made  $8,000, 
and  they  are  claiming  the  difference  between  what  we  have  awarded 
them  and  the  $48,000.  But  we  will  not  entertain  a  claim  of  that  kind 
at  all,  as  it  is  fees  for  something  they  did  not  do,  and  we  took  the 
position  that  we  have  no  right  to  pay  that;  whether  it  is  legal,  we 
do  not  pay  it,  we  will  not  pay  it. 

The  Chairman.  You  have  not  heard  of  any  contractors  in  that 
<5lass  who  have  made  the  claim  that  they  are  broke  ? 

Mr.  Talbert.  I  do  not  see  how  they  could  be. 

The  Chairman.  I  know  they  could  not  be,  but  I  say who  have 
made  the  claim,^^  that  thev  are  on  the  verge  of  bankruptcy. 

Mr.  Talbert.  I  do  not  know  of  any^  of  those. 

The  Chairman.  Are  you  familiar  with  the  Standifer  settlement — 
I  forgot  to  ask  you  that  this  morning. 

Mr.  Talbert.  Standifer  are  all  now  before  the  construction  claims 
"board  and  before  Mr.  Adamsori  and  the  construction  division. 

The  Chairman.  You  testified  they  were  now  waiting  consideration  ? 

Mr.  Talbert.  Yes,  sir;  we  have  not  received  reports  from  Adam- 
son  or  from  the  construction  division  yet. 
/     The  Chairman.  So  that  there  has  been  no  action  or  recommenda- 
tion taken  on  that  ? 

Mr.  Talbert.  No.  sir. 

The  Chairman.  With  reference  to  the  Perley-Morse  employment 
by  the  Shipping  Board,  that  is  a  matter  that  you  had  nothing  to  do 
with,  either  by  way  of  recommendation  or  actual  employment  ? 

Mr.  Talbert.  No,  sir;  I  know  nothing  about  that  whatever  except 
simply  the  fee,  and  so  on,  that  I  have  heard  of  it. 

The  Chairman.  Did  you  ever  hear— that  is,  did  any  official  of  the 
Fleet  Corporation  ever  tell  you — that  the  Perley-Morse  concern  had 
previously  made  an  audit  oi  the  books  of  the  Fore  River  Corporation 
in  connection  with  the  Luchembach  contracsts,  and  that  it  was  a 
/result  of  that  audit  that  they  were  employed  by  the  Shipping  Board 
to  make  a  further  audit  of  the  Bethlehem  books  ? 

Mr.  Talb^jrt.  I  do  not  remember  of  hearing  that. 

The  Chairman.  At  these  conferences  with  the  wooden  shipbuilders 
at  the  time  of  converting  the  contracts  to  the  cost-plus  basis,  were 
there  any  minutes  of  this  conference  kept,  do  you  know  ? 

Mr.  Talbert.  I  have  heard  that  there  were;  and  I  have  made  an 
effort  to  get  them,  but  I  never  did  get  ahold  of  them.  They  were 
lost  or  destroyed. 

The  Chairman.  And  none  of  the  wood-ship  builders  have  been  able 
to  furnish  you  with  any  written  evidence  of  these  charges  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  You  stated  that  the  wooden  ship  fleet  is  prac- 
tically worthless.  You  mean  the  ships  that  have  been  completed  and 
put  into  operation  ? 

Mr.  Talbert.  Yes,  sir;  when  I  say  practically  worthless,'^  that 
is,  at  variance  with  what  they  cost.  These  ships  are  worth  about 
$65,000  or  $75,000  per  hull,  whereas  the  average  cost  was  $600,000. 

The  Chairman,  i  mean  a  completed  ship,  with  the  machinery  and 
everything  in  it. 

Mr.  Talbert.  I  do  not  know  what  they  are  selling  at  now. 
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The  Chairman.  What  I  am  trying  to  get  at,  Mr.  Talbert,  is  whether 
you  included  the  completed  ship  with  the  machinery  and  everything, 
equipped  for  operation,  in  your  calculation  when  you  said  ships  were 
practically  worthless.'' 

Mr.  Talbert.  I  had  reference  particulariy  to  the  hull. 

The  Chairman.  You  meant  these  large  fleet  wooden  hulls  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  you  further  said,  as  I  understood  you,  that 
practically  every  wood-ship  contractor  lost  money  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  any  claims  to  that  eflFect 
have  been  made  by  the  Pacific-American  Fisheries  Co.  ? 

Mr.  Talbert.  I  do  no  recall  their  claim  at  all. 

The  Chairman.  They  had  a  claim,  did  they  not  ? 

Mr.  Talbert.  I  have  not  heard  of  it,  if  they  have. 

The  Chairman.  They  built  the  ships  and  delivered  them  according 
to  contract  and  were  paid  and  no  further  claim  was  ever  made  ? 

Mr.  Talbert.  I  do  not  know;  1  do  not  remember  any  claim. 

The  Chairman.  Did  you  ever  hear  that  company  mentioned  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  The  Pacific- American  Fisheries  Co.,  at  Bellingham, 
Wash.  ? 

Mr.  Talbert.  I  do  not  remember  ever  having  heard  of  them.  I 
am  quite  sure  they  have  not  been  pressing  any  claims  or  I  would  call 
them  to  mind. 

The  Chairman.  Have  you  ever  heard  of  any  cancellation  of  their 
contract  ?  ■ 

Mr.  Talbert.  No.  The  west  coast  wooden-ship  builders  neany 
all  contend  that  they  would  get  out  and  would  not  lose  money  if 

f roper  amounts  were  allowed  them  for  changes  and  extras.  But 
think  they  will  lose  money  on  the  allowances  made  for  changes 
and  extras.  However,  they  lelt  much  cheaper  and,  in  fact,  they  are 
in  a  good  deal  better  shape  financially  than  the  southern  and  east 
coast  builders. 

The  Chairman.  The  wooden-ship  construction  on  the  Pacific 
coast  was  a  little  different  than  it  was  on  the  Atlantic  coast,  was  it 
not — a  newer  proposition. 

Mr.  Talbert.  Very  few  of  them  went  on  cost  plus;  they  were  on 
lump  sum. 

Tne  Chairman.  And  there  was  less  of  that  prior  to  this  emergency 
program  going  on  on  the  Pacific  coast  than  there  was  on  the  Atlantic 
coast,  was  there  not,  in  wooden-ship  construction  ? 

Ml'.  Talbert.  I  think  so;  yes,  there  were  not  so  many. 

The  Chairman.  Old  yards. 

Mr.  Talbert.  I  am  not  sure;  there  were  no  yards  on  the  west 
coast,  wooden-ship  yards.  The  McEagherern  Co.  had  an  estabHshed 
yard. 

The  Chairman.  Do  you  know  of  any  going  yards  for  wooden-ship 
construction  on  the  Al  tan  tic  coast  ? 

Mr.  Talbert.  No,  sir;  I  do  not  know. 

The  Chairman.  Very  few,  however  ? 

Mr.  Talbert.  I  think  so ;  I  think  there  were  very  few. 

The  Chairman.  In  adjusting  these  claims,  did  your  board  come 
across  instances  of  padded  pay  rolls  ? 
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Mr.  Talbert.  That  has  been  charged  in  a  few  cases. 
The  Chairman.  How  much  of  an  mvestigation  did  your  board  make 
about  that  ? 

Mr.  Talbert.  We  called  the  attention  of  the  finance  division  to 
it,  and  of  the  people  who  were  practically  handling  it,  and  we  tried 
to  make  due  allowance  for  it  when  we  came  to  settle  with  that  con- 
tractor. 

The  Chairman.  Were  there  instances  where  allowances  were  made 
for  that? 

Mr.  Talbert.  That  was  kept  in  mind  in  making  our  allowances, 
but  where  there  is  a  padded  pay  roll,  of  course,  the  finance  division, 
where  they  could  find  the  actual  padding  and  knew  so  much  was 
actually  added,  there  they  strike  that  out  and  they  do  not  reimburse 
the  contractor  for  that.  In  fact,  we  penalized  them  for  that;  and  we 
also  get  that  in  mind  in  passing  on  the  rest  of  his  claims,  just  acting 
on  the  theory  that  if  a  man  is  careless  or  wrong  in  one  instance,  we 
ought  to  be  a  little  careful  in  scrutinizing  his  claims. 

The  Chairman.  What  I  meant  was,  in  the  settlement  would  you 
have  an  item  out  there  for  so  much  deductions  ? 

Mr.  Talbert.  No;  I  do  not  remember  that  we  have  done  that, 
because  it  has  not  been  put  up  to  us  in  such  a  way  that  we  could 
deduct  a  certain  amount. 

The  Chairman.  Did  your  board  during  its  operations  come  across 
conditions  in  the  prosecution  of  these  contracts  which  you  felt  should 
be  remedied,  and  did  you  take  action  to  make  recommendations  as  to 
change  of  conditions  in  the  yard  or  was  not  that  within  your  province  ? 

Mr.  Talbert.  That  was  not  within  our  province,  and  in  most  cases 
where  claims  before  us  the  work  has  been  aone. 

The  Chairman.  The  work  has  all  been  done,  and  what  has  hap- 
pened has  happened  ^  .  .  . 

Mr.  Talbert.  It  is  a  question  of  viewing  the  corpse,  in  most 
instances. 

The  Chairman.  And  if  there  have  been  improper  practices  or 
ilnlawful  expenditures  of  fimds  or  padding  of  pay  rolls  and  things 
of  that  sort,  when  it  gets  to  your  board,  about  all  that  is  left  for 
you  to  do  is  to  ascertain  as  accurately  as  you  can  those  facts  and 
make  such  allowances? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  is  that  what  you  did  ? 

Mr.  Talbert.  That  is  what  we  do.  Of  course,  if  at  any  time  we 
can  find  out  that  an  item  is  absolutely  wrong  or  false,  or  made  up 
from  false  premises,  we  cut  that  out  entirely.  But  we  do  not  always 
condemn  a  contractor  in  our  minds  just  because  there  might  be  some 
charge  of  some  one  of  the  emplovees,  or  some  Fleet  employees  doing 
some  wrong  individual  act.  Then,  the  case  mentioned  here  this 
morning,  when  Mr.  McKeon  was  testifying:  Some  irregularities 
might  take  place  that  the  contractor  would  not  countenance  and 
would  not  be  responsible  for,  but  if  it  is  to  such  an  extent  that  we 
think  the  contractor  is  a  party  to  it,  then  we  try  to  view  the  claims 
with  a  great  deal  of  scrutiny  and  care. 

The  Chairman.  I  suppose  it  is  your  observation  from  the  work 
you  have  been  doing  on  this  board  that  there  has  been  necessarily 
some  waste,  because  of  lack  of  not  only  experienced  shipbuilders, 
but  lack  of  skilled  workmen,  and  also  lack  of  competent  inspection. 

Mr.  Talbert.  Yes,  sir;  sure,  that  is  true. 
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The  Chairman.  And  that  was  due  particularly  or  in  large  measure 
to  the  magnitude  of  the  program  which  was  embarked  upon  and  the 
suddenness  with  which  it  had  to  be  started  and  prosecuted  ? 

Mr.  Talbert.  There  were  not  enough  competent  men  in  the 
country  at  the  time  to  become  inspectors  and  to  oversee  the  work. 
Thev  had  to  be  trained  and  put  in  snape  just  as  soon  as  possible. 

The  Chairman.  The  same  as  the  workmen  in  the  yards  and  the 
same  as  some  of  the  builders  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  In  balancing  up  and  general  operations  of  the 
Fleet  Corporation,  do  you  think  that  the  best  way  would  be  to  just 
charge  on  these  wooden  hulls  we  have  around  here,  call  that  a  part 
of  the  war  cost,  or  would  you  care  to  express  an  opinion  on  that  ? 

Mr.  Talbert.  Of  course,  I  hav«  nothing  to  do  with  the  sale  of 
those  hulls. 

The  Chairman.  I  understand  that. 

Mr.  Talbert.  But  my  opinion  is,  just  as  a  citizen;  that  they 
ought  to  be  sold  or  given  away;  that  is,  if  they  can  be  of  any  use 
in  any  way  to  the  United  States  or  to  any  of  its  citizens,  they  ought 
to  be  sold  at  such  sums  as  may  be  so  that  we  can  get  entirely  rid 
of  them  as  soon  as  possible;  then,  whatever  we  do  get,  take  credit 
for  that  and  charge  the  rest  oflF  as  war  emergency.  The  expenditure 
was  made  to  meet  a  condition  which  did  not  arise  by  reason  of  the 
armistice.  They  were  made  to  supply  our  soldiers  with  food  and 
ammunition  and  to  carry  on  commerce  during  the  war,  and  the 
war  ceased  before  they  became  of  use,  just  like  the  big  powder  plant 
down  in  Tennessee  that  the  War  Department  has.  It  has  just  been 
charged  off;  it  is  no  longer  of  any  use. 

Mr.  Connally.  Right  in  that  connection,  it  is  conceivable  that 
these  wooden  ships  could  be  utilized  by  private  individuals  for  some 
purpose. 

Mr.  Talbert.  I  have  heard  of  some  of  them  being  converted  into 
barges  for  carrying  oil. 

Mr.  Connally.  Barges  for  coastwise  shipping,  around  these 
harbors. 

Mr.  Talbert.  If  they  can  be  used  for  anything  they  ought  to  be 
used.  I  presume  Capt.  Foley,  who  is  here  now,  when  you  call  him, 
can  give  you  something  along  that  line,  because  he  is  an  able  man 
and  Knows  something  about  the  uses  to  which  they  might  be  put. 

Mr.  Connally.  Mr.  Talbert,  on  the  questions  propounded  by  the 
chairman  a  little  while  ago,  about  inexperienced  wood-ship  builders, 
and  about  the  percentage  of  people  capable  of  building  wooden 
ships,  compared  with  those  in  tne  steel-ship  building  line. 

Mr.  Talbert.  It  was  much  better,  I  think. 

Mr.  Connally.  Is  it  not  a  fact  that  employees  who  had  been 
engaged  in  building  bridges,  steel  buildings,  and  things  of  that  kind 
were  perfectly  capable  and  experienced,  so  as  to  be  able  to  fabricate 
steel  ships,  as  riveters  and  things  of  that  kind;  could  they  not  turn 
those  fellows  right  into  the  shipbuilding  plants  and  put  them  to 
work? 

Mr.  Talbert.  I  know  nothing  about  that  as  a  practical  matter. 
But  my  opinion  is  that  they  could  go  to  work  and  could  handle  steel 
and  the  riveting  and  build  steel  ships  better  than  wooden  ships. 
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Mr.  CoNNALLY.  -Oh,  surely.  But  I  mean,  a  great  many  more  in 
proportion  were  skilled  in  the  steel-ship  building  line  than  wooden 
ships. 

Mr.  Talbert.  I  presume  there  were,  because  wooden  ships  had 
not  been  built  in  this  country,  I  think,  for  about  30  years. 

The  Chairman.  That  is,  a  bridge  builder  or  structural-iron  worker 
and  riveters  could  be  converted  into  steel-ship  builders  better  than 
house  carpenters  could  be  converted  into  wooden-ship  builders  ? 

Mr.  Talbert.  I  think  so;  yes,  sir. 

Mr.  Steele.  The  wooden-ship  industry  was  down,  you  say,  prac- 
tically to  a  minimum  in  this  country  at  the  time  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  There  had  not  been  many  built,  you,  say,  for  about 
20  or  30  years  previously  ? 

Mr.  Talbert.  That  is  my  understanding. 

Mr.  Steele.  So  it  was  practically  a  past  industry  in  the  country? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  There  had  been  some  wooden  sailing  ships  built, 
Mr.  Talbert,  and  were  being  built  right  along,  were  there  not? 

Mr.  Talbert.  A  very  few;  my  general  information  comes  from 
talking  with  builders  and  with  Mr.  Skinner,  a  member  of  the  board, 
that  there  had  not  been  many  wooden  ships  built  in  this  country 
for  about  30  years.  About  30  years  ago  and  prior  to  that  we  did 
build  a  good  many  wooden  ships;  but  since  then  there  have  been 
just  a  few  small  plants  scattered  around  over  the  country,  mostly 
up  in  Maine,  whicn  built  these  little  ships,  barges,  and  things  of  that 
kind. 

The  Chairman.  We  will  now  take  a  recess  until  2  o^clock  for 
luncheon. 

(Thereupon,  at  12.45  o^clock  p.  m.,  the  committee  took  a  recess 
until  2  o'clock  that  afternoon.) 

AFTER  recess. 

The  committee  resumed  its  session  at  2  o'clock  p.  m.,  pursuant  to 
the  taking  of  recess. 

TESTIMONY  OF  MR.  CHARLES  RICHARD  TAYLOR,  BUREAU  OF 
PROPERTY,  SUPPLIES,  AND  ACCOUNTS,  GENERAL  COMP- 
TROLLER'S DEPARTMENT,  UNITED  STATES  SHIPPING 
BOARD. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name  ? 
Mr.  Taylor.  Charles  Ricnard  Taylor. 

The  Chairman.  What  position  do  you  hold  with  the  Shipping 
Board  ? 

Mr.  Taylor.  Head  of  the  Bureau  of  Property,  Supplies,  and 
Accounts  of  the  General  Comptroller's  Department. 

The  Chairman.  How  long  have  you  been  with  the  Shipping 
Board? 

Mr.  Taylor.  Since  September  2,  1919. 

The  Chairman.  And  what  positions  have  you  held  with  the  board  ? 
Mr.  Taylor.  Just  the  one. 
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The  Chairman.  And  what  is  your  position  ? 

Mr.  Taylor.  Head  of  the  Bureau  of  Property,  Supplies,  and 
Accounts. 

The  Chairman.  You  have  an  accounting  division  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  you  have  anything  to  do  with  the  sales  of 
property  ? 

Mr.  Taylor.  Accounting  for  the  sales  of  property. 
The  Chairman.  That  is,  after  the  sale  is  made  you  have  charge  of 
the  accounts  for  it  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  You  have  jiothing  to  do  with  fixing  the  policy  for 
disposing  of  property,  or  selling  it  ? 

Mr.  Taylor.  Only  the  procedure  of  governing  the  sale  of  property 
that  affects  the  accounting. 

The  Chairman.  Now,  suppose  the  Shipping  Board  has  a  mass  of 
material  at  a  yard  which  it  decides  it  wants  to  sell;  some  scrap  steel, 
or  other  material,  where  do  you  come  in  contact  with  that  situation? 

Mr.  Taylor.  We  handle  the  accounting  incident  to  this  being 
converted  from  what  we  term  a  current  asset  to  a  surplus  and  salvage 
asset.  There  is  a  procedure  laid  down,  making  that  conversion.  If 
you  wish,  Mr.  Chairman,  I  do  not  mind  relating  the  procedure  pre- 
scribed for  that. 

The  Chairman.  I  want  to  know  what  you  have  to  do  with  selling 
that  property. 

Mr.  Taylor.  I  have  nothing  whatever  to  do  with  it,  except  to  a 
certain  extent  supervising  the  prices  received  for  that  material,  based 
upon  an  appraised  value. 

The  Chairman.  Do  you  fix  prices? 

Mr.  Tatlor.  No,  sir. 

The  Chairman.  How  do  you  supervise  the  prices? 

Mr.  Taylor.  If  the  sales  division  of  the  propertjr,  supplies,  and 
accounts  bureau  makes  a  sale  for  less  than  the  appraised  value,  and 
we  do  not  think  it  is  correct,  we  find  out  why  the  material  is  being 
sold  at  the  price  it  is  being  sold  at;  if  there  are  extenuating  circum- 
stances ;  if  there  has  been  an  error  of  judgment  in  making  the  appraisal, 
we  ask  for  that  information  from  the  supply  and  sales  division 
before  we  pass  on  the  sale  and  approve  the  sale. 

The  Chairman.  Can  a  sale  be  consummated  before  you  approve  it  ? 

Mr.  Taylor.  No,  sir;  it  can  not.    It  can  be  negotiated. 

The  Chairman.  No;  but  can  it  be  made  and  the  money  passed 
before  you  approve  it? 

Mr.  Taylor.  No,  sir;  the  general  comptroller's  department  must 
approve  it. 

The  Chairman.  You  are  under  Mr.  Tweedale  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  You  are  in  his  department  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Now,  has  property  been  sold  and  money  passed 
without  your  approval  ? 

Mr.  Taylor.  Sometimes  it  has  happened. 
The  Chairman.  How  did  that  happen  ? 
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Mr.  Taylor.  A  lack  of  proper  functioning  of  those  responsible  for 
the  supply  and  sales  division  not  bringing  the  same  to  our  attention — 
to  the  attention  of  the  general  comptroller's  department  in  accordance 
with  the  procedure. 

The  Chairman.  Assuming  that  Ijiere  is  a  lot  of  material  over  at  a 
yard  where  operation  and  construction  work  has  ceased,  and  the 
f  Shipping  Board  wants  to  get  rid  of  it  and  sell  it,  what  are  the  various 
steps  that  will  have  to  be  taken? 

Mr.  Taylor.  As  a  fundamental  fact,  that  material  is  primarily 
under  the  jurisdiction  and  in  the  custody  of  the  division  construction 
manager. 

The  Chairman.  Yes. 

Mr.  Taylor.  When  he  has  determined  that  he  no  longer  needs 
that  material  to  complete  the  shipbuilding  program,  or  any  portion 
of  it,  in  which  he  is  interested,  he  is  supposed  to  certify  that  material 
on  prescribed  forms  to  the  supply  and  sales  division. 

The  Chairman.  That  is,  at  rhiladelphia  ? 

Mr.  Taylor.  Well,  wherever  the  headquarters  were  at  the  time. 

The  Chairman.  Where  is  it  now  ? 

Mr.  Taylor.  In  Washington. 

The  Chairman.  The  supply  and  sales  division  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Is  that  the  division  Mr.  Lagren  is  in  charge  of  ? 
Mr.  Taylor.  He  is  in  charge  of  the  district  supply  and  sales  branch 
at  Philadelphia. 

The  Chairman.  Who  is  the  head  of  the  division  ? 

Mr.  Taylor.  Mr.  H.  B.  Miller. 

The  Chairman.  Now,  it  is  certified  

Mr.  Taylor  (interposing).  Then  the  inventory  section  inventories 
that  material,  and  the  appraisal  section  appraises  it;  when  it  has 
reached  that  stage  it  is  submitted  to  the  general  comptroller's  depart- 
ment for  his  acceptance. 

The  Chairman.  Through  your  bureau? 

Mr.  Taylor.  Through  my  bureau  finally.  It  goes  through  the 
district  office;  it  is  a  district  proposition;  it  is  a  decentralized  propo- 
sition. Formerly,  when  it  was  started,  it  was  a  centralized  activity; 
on  January  1  the  proposition  became  decentralized,  and  each 
district  handled  the  proposition.    Prior  to  January  1  these  certifi- 

I  cations  were  supposed  to  be  accepted  by  the  manager  of  the  supply 
and  sales  section  himself,  or  his  del^ated  representative.  On 
January  1,  1920,  the  procedure  was  modified  and  the  work  decentral- 

^     ized,  and  put  in  the  districts,  and  the  district  supplv  and  sales  mana- 

I  gers  were  authorized  to  accept  certification,  and  the  supply  and 
sales  division  of  the  district  comptroller,  on  the  part  of  the  general 
comptroller,  were  authorized  to  accept  satisfactory  certifications  if 
they  found  them  to  be  in  order;  if  they  were  not  in  order  they  were 

i      rejected  and  returned. 

The  Chairman.  Then  what? 

Mr.  Taylor.  If  the  property  was  accepted,  it  came  under  the 
material  section  of  the  supply  and  sales  division,  and  the  general 
comptroller's  department  charged  that  accoimt  to  the  supply  and 
sales  division  at  the  appraised  value. 

The  Chairman.  Yes. 
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Mr.  Taylor.  The  difference  between  the  appraised  value  and  the 
original  cost  value  being  charged  to  an  account  known  as  appraisal 
losses. 

The  Chairman.  Yes. 

Mr.  Taylor.  After  that  the  supply  and  sales  division,  through  the 
procedure  prescribed,  proceeded  to  sell  that  material. 
The  Chairman.  Yes. 

Mr.  Taylor.  When  they  negotiated  a  sale  they  were  supposed^ 
or  are  supposed,  to  issue  a  sales  receipt  and  invoice  which  is  prepared 
by  the  supply  and  sales  division  usually,  together  with  the  funds,  or 
initiatory  payments,  or  full  payments,  or  payment  on  term,  as 
prescribed  and  laid  down  in  the  sales  order;  that  was  certified  to 
the  resident  sales  manager  in  the  district.  He,  upon  advising  him- 
self, either  accepted  or  rejected  that  sale;  if  it  was  in  conformity^ 
with  all  the  procedure  prescribed,  he  accepted  it  and  accepted  the 
initiatory  money,  and  upon  that  the  supply  division  issued  shipping- 
instructions  for  the  custodian  of  the  property  in  the  warehouse  or 
shipyard,  and  on  the  basis  of  that  ne  shipped  the  goods  to  the 
customer.  In  the  meantime,  the  warehouseman,  or  whoever  is  ia 
charge  of  the  material,  is  supposed  to  return  a  copy  of  these  shipping^ 
instructions  to  the  resident  sales  auditor,  on  the  basis  of  which  the 
invoice  passed,  and  the  transaction  was  closed. 

The  Chairman.  Where  do  you  come  in  in  all  this — ^where  does  your 
bureau  come  in  in  all  this  ? 

Mr.  Taylor.  My  bureau  is  the  central  control  of  all  districts;  all 
the  certifications,  prior  to  January  1,  passed  through  my  bureaa 
before  going  to  the  districts. 

The  Chairman.  Of  the  surplus  ? 

Mr.  Taylor.  All  surplus  materials  passed  through  my  bureau.. 
Upon  the  decentralization  all  certifications  were  then  forwarded  Uy 
our  bureau  from  the  districts.  We  maintained,  in  our  bureau,  a 
record  of  all  certifications  of  material  which  has  been  certified  hy 
whoever  had  authoritv  to  certify  salvage  and  surplus  material.  We 
also  keep  a  record  of  all  sales  made,  terms  of  payment,  terms  of 
accounting,  and  whatever  will  be  affected  by  the  material. 

The  Chairman.  In  the  case  of  material,  say,  at  Tacoma,  Wash.,  the 
concentration  plant  there,  under  the  present  system,  if  John  Smith 
goes  to  the  plant,  say,  on  January  10,  and  wants  to  buy  certain, 
material  in  that  yard,  and  makes  a  bid  for  it,  how  long  will  it  be  before 
he  will  be  able  to  get  his  material  under  the  present  procedure  ? 

Mr.  Taylor.  Not  any  longer  than  it  would  take  a  man  to  write  his 
receipts  and  invoice  and  present  it  to  the  resident  sales  auditor  for 
acceptance  and  pay  his  money  in.  It  would  depend  altogether  upon, 
the  expedition  of  the  people  who  are  handling  the  work. 

The  Chaiman.  So  tne  property  out  there  can  be  sold  on  the  spot 
by  the  resident  manager  or  tne  custodian? 

Mr.  Taylor.  No  ;  it  has  to  be  sold  through  the  sales  section  of  the 
supply  and  sales  division.  The  custodian  there  has  no  authority  to 
sell  material  unless  he  is  so  delegated. 

The  Chairman.  Where  is  th^  sales  section  ? 

Mr.  Taylor.  Usually  the  sales  section  has  a  corps  of  salesmen  who- 
handle  the  proposition. 

The  Chairman.  Where  would  the  sales  section  be  ? 

Mr.  Taylor.  On  the  west  coast  the  sales  section  is  in  Portland. 
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The  Chairman.  Then,  if  he  went  to  Tacoma,  he  would  have  to  get 
his  offer  or  bid  to  Portland  before  it  could  be  accepted  ? 

Mr.  Taylor.  My  understanding  is  that  there  is  a  salesman  sta- 
tioned there  that  can  meet  people  and  take  bids. 

The  Chairman.  Take  the  money  and  give  a  receipt  ? 

Mr.  Taylor.  No;  the  money  can  not  be  accepted  there.  It  would 
have  to  be  paid  to  the  resident  sales  manager,  who  could  take  the 
money  and  give  a  receipt. 

The  Chairman.  That  is  in  Portland  ? 

Mr.  Taylor.  That  is  in  Portland.  We  have  several  methods  of 
handling  that.  If  a  yard  is  sufficiently  large  to  justify  a  man  giving 
his  whole  time  and  attention  to  a  yarcl,  he  is  delegated  to  that  place 
to  approve  sales. 

The  Chairman.  Well,  is  there  one  at  Tacoma  ? 

Mr.  Taylor.  I  don^t  think  there  is  one  at  Tacoma. 

The  Chairman.  Why;  because  there  is  not  enough  property  there? 

Mr.  Tayi.or.  There  is  enough  property  there,  but  not  enough  sales 
to  iustify  a  man  there  constantly  just  to  handle  those  sales. 

The  Chairman.  Would  it  cost  any  more  to  have  him  there  than 
at  Portland ;  it  would  not  cost  any  more  to  have  him  at  Tacoma  than 
at  Portland  ? 

Mr.  Taylor.  At  Portland  he  handles  other  sales  than  at  Tacoma. 
I  The  Chairman.  What  other  sales  ? 

Mr.  Taylor.  Vancouver  and  other  places  around  there  from  which 
material  is  sold,  if  the  resident  manager  could  handle  the  proposition. 

The  Chairman.  Has  there  been  more  property  sold  at  tlxe  Grant- 
Smith-Porter  yard  at  Portland — ^where  is  tnat  other  concentration 
point  ? 

Mr.  Taylor.  St.  Johns  concentration  yard. 

The  Chairman.  Where  is  that  ? 

Mr.  Taylor.  At  Vancouver. 

The  Chairman.  At  Vancouver  ? 

Mr.  Taylor.  Yes;  that  is  just  outside  of  Portland. 

The  Chairman.  That  is  the  place.  Is  there  not  more  property  be- 
ing sold  out  of  that  yard  than  there  is  out  of  the  Tacoma  yard  ? 

Mr.  Taylor.  I  can  not  answer  that  question  definitely  just  now 
without  going  to  the  records. 

The  Chairman.  How  much  property  has  there  been  certified  as 
surplus,  do  you  know  ? 

Mr.  Taylor.  Cost  or  appraisal  value  ? 

The  Chairman.  Appraised  value. 
i  Mr.  Taylor.  You  mean  

'  The  Chairman  (interposing).  I  mean  for  all  districts. 

Mr.  Taylor.  Including  canceled  hulls,  approximately  $86,000,000 
to  date. 

The  Chairman.  And  is  all  that  property  being  sold? 
^  Mr.  Taylor.  A  large  part  of  it  has  been  sold. 

The  Chairman.  That  includes  what  has  been  sold  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  What  are  the  canceled  hulls  appraised  at;  those 

that  are  afloat  at  the  

Mr.  Taylor  (interposing).  In  proportion  to  the  cost? 
The  Chairman.  No;  what  is  the  appraised  value? 
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Mr.  Taylor.  They  amount  to  date  to  approximately  $15,000,000. 
The  Chairman.  $15,000,000? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  you  know  how  many  of  those  hulls  they  have  ? 

Mr.  Taylor.  I  would  prefer  to  refer  to  my  records  on  that  if  it 
is  agreeable. 

The  Chairman.  Have  you  your  records  here  ? 

Mr.  Taylor.  No;  I  have  not.  1  did  not  know  what  questions 
you  were  going  to  ask,  and  I  did  not  bring  anything. 

The  Chairman.  Are  there  any  accumulations  oi  sales  receipts  in 
any  of  these  districts  that  have  not  been  transmitted  to  the  compH 
troller^s  office  ? 

Mr.  Taylor.  At  the  present  time  very  few,  if  any.  That  condi- 
tion did  not  prevail,  however,  three  or  four  months  ago. 

The  Chairman.  What  was  the  reason  for  the  delay  in  transmittal 
of  those  ? 

Mr.  Taylor.  A  lack  of  conception  or  fimctioning  under  the  pro- 
cedure laid  down;  a  continual  change  in  personnel;  a  constant 
necessitv  for  educating  new  personnel  in  handling  the  work. 

The  Chairman.  Now,  is  there  any  considerable  amoimt  of  prop- 
erty which  has  been  sold,  or  arrangement  for  its  sale  has  been  made, 
which  has  been  thrown  back  on  the  Shipping  Board  through  failure 
of  the  purchaser  to  carry  out  his  agreement  ? 

Mr.  Taylor.  Not  in  any  material  degree;  there  have  been  small 
amoimts,  relatively  speaking;  not  in  any  great  amoimt. 

The  Chairman.  Approximately  what  was  the  cost  of  this  property 
the  appraised  value  of  which  is  about  $86,000,000;  what  was  the 
cost  of  it  ? 

Mr.  Taylor.  About  $240,000,000.  That  includes  shipbuilding 
material,  supplies,  plant  property  and  equipment  that  nas  been 
certified,  and  huUs  that  have  been  certified. 

The  Chairman.  So  that  the  appraised  value  is  a  Uttle  over  one- 
third  of  the  cost  of  the  material  ? 

Mr.  Taylor.  Taken  at  a  lump  sum,  yes,  sir. 

The  Chairman.  Approximately,  at  your  own  figures? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Now,  how  near  the  appraised  value  are  the  sales 
made? 

Mr.  Taylor.  Taking  it  as  a  lump  sum  up  to  date,  which  probably 
would  include  the  cream  of  that  stuff  whicn  has  been  certified,  there 
has  been  realized,  I  should  say,  approximately,  about  80  per  cent  of 
appraised  value. 

The  Chairman.  On  the  property  sold  ? 

Mr.  Taylor.  Yes;  on  the  property  sold.  That  includes  the 
cream  of  the  stuff  that  was  sold. 

The  Chairman.  Some  of  it  was  sold  higher  than  the  appraised 
value,  was  it  ? 

Mr.  Taylor.  A  little,  but  very  httle. 

The  Chairman.  Is  the  market  value  for  that  material  at  the  pres- 
ent time  ? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  It  has  not  been  for  weeks,  has  it  ? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  Of  course,  with  the  result  that  the  offers  you  get 
arft  at  a  much  lower  percentage  of  the  appraised  value  ? 
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Mr.  Taylor.  Considerably. 

The  Chairman.  How  nearly  up  are  you  with  declaring  the  prop- 
erty surplus;  how  much  is  there  yet  to  be  declared  surplus,  it  you 
know? 

Mr.  Tatlor.  I  would  estimate  that  at  least  80  per  cent  has  been 
certified  as  surplus. 

The  Chairman.  Are  any  contracts  made  now  without  the  knowl- 
edge of  the  home  office,  and  dehveries  of  material  ? 

Sir.  Taylor.  Not  now. 

The  Chairman.  Well,  can  the  material  be  sold  and  delivered  be- 
fore the  home  office  knows  about  it  ? 

Mr.  Taylor.  Material  can  be  sold  and  deUvered  under  the  instruc- 
tions without  the  home  office  being  apprised  of  the  fact  immediately, 
but  we  would  know  it  in  due  course. 

The  Chairman.  How  long  before  you  would  know  in  the  case  of 
the  sale  of  property  

Mr.  Taylor  (interposing).  Oh,  it  would  not  be  imknown  to  the 
district  manager  through  ms  office,  but  the  home  office  would  not  be 
notified,  in  due  coiu*se,  for  probably  a  week  or  ten  days. 

The  Chairman.  A  week  or  10  days? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  In  that  case,  if  the  home  office  should  have  a 
better  offer  for  certain  material  which  had  been  already  sold,  the 
resident  representative  of  the  home  office  would  not  know  about  that 
fact  

Mr.  Taylor  (interposing).  That  is  a  procedure  that  is  handled,  Mr. 
Chairman,  by  the  supply  and  sales  division;  it  only  comes  to  our 
attention  when  the  negotiation  has  been  agreed  to  for  our  acceptance 
of  the  sale.  The  negotiating  of  a  sale  by  the  districts  of  the  home 
office  is  a  supply  and  sales  activity  through  its  sales  section. 

The  Chairman.  Do  you  know  of  any  instances  where  the  supply 
and  sales  division  of  the  Fleet  Corporation  have  handled  material 
which  has  been  sold  to  a  concern,  and  resold  to  somebody  else,  where 
they  practically  acted  as  a  selUng  agent  for  the  purchaser  of  the 
material  ? 

Mr.  Taylor.  I  do  not  quite  get  that  question,  Mr.  Chairman. 

The  Chairman.  Do  you  know  of  any  instance  where  the  force  in 
the  supply  and  sales  department  in  any  particular  district  has  sold 
property  to  a  purchaser  and  then  acted  for  the  purchaser  in  selling 
that  property  to  somebody  else  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Do  you  recall  anything  connected  with  the 
southern  scrap  material  contract  at  New  Orleans  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Was  that  property  sold  without  the  knowledge  of 
the  home  office  ? 

Mr.  Taylor.  It  was;  that  is,  the  general  comptroller's  office. 

The  Chairman.  That  is  the  home  office,  is  it  ? 

Mr.  Taylor.  Yes,  sir.  The  home  office  of  the  supply  and  sales 
also  is  here. 

The  Chairman.  Was  that  sold  without  the  knowledge  of  the  supply 
and  sales  home  office  ? 
Mr.  Taylor.  I  don't  think  so. 
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The  Chairman.  Was  that  delivered  to  the  purchaser  without  the 
knowledge  of  the  home  office  ? 

Mr.  Taylor.  It  was;  the  general  comptroller's  department. 

The  Chairman.  Was  it  delivered  to  the  purchaser  without  the 
knowledge  of  the  home  office  of  the  supply  and  sales  division  ? 

Mr.  Taylor.  I  am  not  prepared  to  answer  that. 

The  Chairman.  Now,  did  the  agents  of  the  Supply  and  Sales 
Department  sell  that  material  for  the  account  of  the  Southern  Scrap 
Material  Co.,  and  accept  checks  payable  to  that  company? 

Mr.  Taylor.  Not  to  my  knowledge. 

The  Chairman.  It  did  not  ? 

Mr.  Taylor.  Not  to  my  knowledge. 

The  Chairman.  Do  you  remember  the  sale  of  oakum  in  the  south- 
em  district  to  Ness  &  Co.  ? 

Mr.  Taylor.  I  was  in  New  Orleans  at  the  time  that  that  sale  was 
being  talked  about. 

The  Chairman.  Did  you  make  the  sale  yourself  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Well,  do  you  know  whether  it  was  sold  to  Dietz  & 
Co.  at  New  York? 

Mr.  Taylor.  It  came  to  my  knowledge  while  I  was  in  New  Orleans 
that  that  had  been  done. 

The  Chairman.  Is  there  any  other  Taylor  connected  with  the 
Supply  and  Sales  Department  ? 

Mr,  Taylor.  No,  sir.  They  often  get  me  mixed  up  with  the 
Supply  and  Sales  Division.  I  am  as  often  accused  of  being  in  the 
Supply  and  Sales  Division  as  being  a  general  comptroller's  man. 

The  Chairman.  You  are  a  general  comptroller's  man  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Is  there  any  other  Taylor  in  the  Greneral  Comp- 
troller's Department  ? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  Have  you  any  knowledge  of  that  sale  being  called 
off,  and  the  oakum  later  being  sold  for  6i  and  7  cents  a  pound  ? 

Mr.  Taylor.  My  recollection  of  that  sale  is  this:  I  happened  to 
be  in  the  office  of  the  district  director  of  sales  at  that  time  that  this 
came  up.  Mr.  Rocap,  the  district  director,  stated  to  me  he  had  made 
a  sale  of  oakum,  all  the  oakum  in  the  southern  district,  to  Mr.  Ness, 
at  9  cents  a  pound,  but  that  he  had  received,  subsequent  to  that 
sale  to  Mr.  Ness,  a  notice  that  all  the  oakum  east  of  the  Rocky- 
Mountains  had  been  sold  to  Mr.  Dietz,  in  New  York,  at  7  cents  a 

f)ound.  It  appeared  to  me  at  that  time  that  Mr.  Rocap  was  abso- 
utely  correct  and  right  in  his  sale;  that  the  sale  of  the  oakum  in  the 
southern  district  to  Mr.  Dietz  was  wrong.  I  wired  a  protest  to  the 
manager  of  the  supply  and  sales  division  in  Washington  against  the 
sale  of  all  the  oakum  to  Mr.  Dietz,  saying  that  it  had  been  sold 
already  to  Mr.  Ness  at  9  cents  a  pound.  I  think  I  am  correct  in 
those  figures.  Notwithstanding  that  fact,  the  sale  made  in  New 
York,  in  the  New  York  office  of  the  Supply  and  Sales  Division,  was 
sustained,  and  oakum  was  sold  to  Mr.  Dietz  at  7  cents  a  pound, 
who,  in  turn,  sold  a  certain  amount  of  it,  I  believe,  to  Mr.  Ness,  if  I 
remember  correctly,  at  7i  cents  a  pound.  I  protested  against  the 
sale  at  that  time,  and  am  on  record. 
The  Chairman.  Did  it  go  through  ? 
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Mr.  Taylor.  It  went  through  at  7  cents  a  pound  to  Mr.  Dietz  at 
New  York. 

The  Chairman.  Well,  did  you  ever  get  any  explanation  of  why 
that  was  done  ? 

Mr.  Taylor.  I  have  a  writeup  of  that,  as  a  matter  of  record,  Mr. 
Chairman,  that  it  was  due,  as  near  as  I  could  get  it,  to  the  crossing 
of  wires;  a  delay  in  deUvery  of  information  between  the  telegraph 
office,  and  things  of  that  kind. 

The  Chairman.  That  is  to  say.  New  York  had  consumated  a  sale 
to  a  man,  and  Mr.  Rocap  in  New  Orleans  did  not  know  it,  and  he 
had  made  a  sale  on  his  own  account  there,  as  acting  for  the  Fleet 
Corporation  ? 

Mr.  Taylor.  Mr.  Dietz  had  submitted  his  offer,  I  understand, 
through  Mr.  Chase,  who  was  in  the  office  of  the  supply  and  sales 
division  in  New  York,  to  the  home  office,  for  their  approval.  Mr. 
Rocap  submitted  an  offer  to  the  home  office  of  Mr.  Ness  at  9  cents  a 

Eound.  Apparently  the  home  office  acted  on  the  offer  of  Mr.  Dietz 
efore  thej  actually  received  the  telegram  from  Mr.  Rocap  advising 
them  of  his  offer.  It  appears  that  the  notification  of  the  home  office 
to  Mr.  Rocap  in  New  Orleans  was  sent  just  an  hour  or  two  or  a  few 
hours  before  the  receipt  of  the  telegram  from  Mr.  Rocap  saying  that 
he  had  sold  or  had  an  offer  from  Mr.  Ness  for  this  oakum  at  9  cents  a 
pound. 

The  Chairman.  So  that  whatever  loss  there  may  have  been,  if 
there  was  any,  to  the  Shipping  Board,  or  the  Fleet  Corporation,  in  this 
instance,  was  due  to  a  delay  in  the  transmitting  of  information  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  under  the  system  that  is  in  vogue  now,  could 
a  transaction  like  that  occur;  could  a  delay  like  that  occur  or  could 
the  property  be  sold  to  two  different  people? 

Mr.  Taylor.  I  doubt  it  very  much. 

The  Chairman.  You  think  that  has  been  remedied  ? 

Mr.  Taylor.  I  think  that  has  been  remedied. 

The  Chairman.  Have  you  got^any  idea  of  what  the  expense,  the 
overhead  is  in  the  organization  Vmch  the  Shipping  Board  or  the 
Fleet  Corporation,  have  for  disposing  of  its  surplus  material  now  ? 

Mr.  Taylor.  In  a  lump  sum  amount,  do  you  mean  ? 

The  Chairman.  Yes;  or  approximately. 

Mr.  Taylor.  I  prefer  not  to  give  a  figure,  Mr.  Chairman.  I  will 
prepare  you  one. 

The  Chairman.  Can  you  give  us  some  idea  

Mr.  Taylor  (interposing).  I  can. 

The  Chairman.  About  what  the  overhead  is  of  that  sales  organic 
zation  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  I  think  the  committee  would  like  to  have  that 
information. 

Mr.  Taylor.  I  can. 

The  Chairman.  Do  you  know  how  many  men  they  have  in  the 
force  ? 

Mr.  Taylor.  I  can  ngt  answer  that  question. 

The  Chairman.  Do  you  recall  the  Bardee  contract? 

Mr.  Taylor.  Yes,  sir. 
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The  Chairman.  What  was  that  contract  for? 

Mr.  Taylor.  That  contract  covered  a  sale  of  all  hull  owned  by  the 
Fleet  Corporation  at  the  thne  the  contract  was  made  or  which  after- 
ward became  the  property  of  the  Fleet  Corporation  through  cancella- 
tion settlements  and  otherwise. 

The  Chairman.  Is  that  all  you  know  about  it  ? 

Mr.  Tatlor.  Why,  I  know  a  good  deal.  I  know  there  has  been  a 
good  deal  of  steel  delivered  to  them  under  that  contract. 

The  Chairman.  Yes. 

Mr.  Taylor.  I  know  there  are  questions  that  have  arisen  as  to  the 
proper  interpretation  of  the  contract. 
The  Chairman.  Yes. 

Mr.  Taylor.  There  have  been  three  amendatory  contracts  made 
under  that  one. 

The  Chairman.  Yes. 

Mr.  Taylor.  That  the  original  amount  of  steel  that  was  estimated 
that  would  be  delivered  under  that  contract  is  considerably  less  than 
it  was  thought  originally  to  be;  it  was  the  thought  originally  that 
the  amoimt  of  steel  to  be  sold  under  that  contract  would  approximate 
$11,000,000.  That  was  later  modified  by  the  supply  and  sales  divi- 
sion and  reduced  from  $11,000,000  to  $5,000,000.  tTp  to  the  present 
time  there  has  been  delivered  to  the  Barbee  Steel  &  Products  Corpo- 
ration, and  invoices  rendered,  of  approximately  $3,750,000.  The  con- 
tract has  been  modified,  as  I  say,  three  times  since  the  original  was 
made. 

The  Chairman.  With  what  results  to  the  Fleet  Corporation  was 
the  modification  of  the  contract  ? 

Mr.  Taylor.  These  modifications  of  the  contract  amplified  the 
original  contract  to  the  extent  of  defining  what  should  be  considered 
fabricated,  unfabricated,  and  scrap  steel. 

The  Chairman.  You  say  it  amplified  the  original  contract  ? 

Mr.  Taylor.  Yes;  rather  defined  it,  more  than  amplified  it,  rather. 

The  Chairman.  Well,  did  the  third  modification  include  more  ma- 
terial than  the  original  contract,  or  less,  or  did  it  just  make  different 
classifications  ? 

Mr.  Taylor.  Different  classifications. 

The  Chairman.  Changed  the  classifications? 

Mr.  Taylor.  Yes;  it  amplified  the  classifications? 

The  Chairman.  So  as  to  take  in  more  material  ? 

Mr.  Taylor.  No;  it  really  cut  out  some  material. 

The  Chairman.  Well,  would  you  say  it  amplified  the  classification  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Or  restricted  it  ? 

Mr.  Taylor.  Under  the  original  contract  it  became  necessary — as 
I  say,  the  original  contract  provided  that  the  steel  was  to  be  divided 
in  three  classes,  unfabricated,  fabricated,  and  scrap;  the  Barbee  Steel 
Corporation  purchased  unfabricated  and  fabricated  steel.  A  ques- 
tion arose,  and  imder  date  of  July  6,  I  think  it  was,  an  amendatory 
contract  was  made,  in  which  was  taken  into  consideration  roimd — 
that  is,  rolled  shapes;  plain  and  rolled  shapes  of  steeP^  is  the  lan- 
guage; and  it  was  determined  that  all  steel  15  feet  and  less  in  length, 
of  plain  and  rolled  shapes,  should  be  classified  as  fabricated  steel. 
There  was  some  misunderstanding  in  regard  to  that,  in  that  the  term 
used  '4ess  than  15  feet  in  length''  was  mtended  to  mean  15  feet  and 
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less  in  length,  and  the  contract  of  August  6  made  that  plain.  In 

addition  thereto  

The  Chairman  (interposing).  Wait  just  a  minute;  what  is  that  you 
say;  you  say  the  term  less  than  15  leet  in  length''  was  intended  to 
mean  15  

Mr.  Taylor  (interposing).  Fifteen  feet  and  less  in  length.  **Less 
than  15  feet  in  lengtn^'  was  the  way  it  read,  and  it  was  changed  to 
read  '^15  feet  and  less.'' 

The  Chairman.  What  is  the  difference  ? 

Mr.  CoNNALLY.  To  include  the  one  which  was  exactly  15  feel 

Mr.  Taylor.  In  other  words— — 

The  Chairman  (interposing) .  If  it  was  14  feet  11  f  inches  it  was  

Mr.  Taylor  (interposing).  Fabricated  steel;  and  if  it  was  15  feet 
it  was  unfabricated  steel,  and  it  was  changed  so  that  15  feet  was 
fabricated  steel,  and  less.  And  then  it  further  amplified  and  defined 
what  was  the  sketch  plates,  which  was  not  taken  mto  consideration 
at  the  time  of  the  original  contract;  they  were  classified  and  made 
plain  as  to  that. 

An  additional  amendment  to  the  contract,  under  date  of  January  6 
of  this  year,  that  15-foot  clause  was  again  modified  in  order  to  deter- 
mine what  should  be  scrap,  as  the  onginal  contract  stated  that  the 
Bardee  corporation  was  not  to  take  any  scrap,  but  scrap  had  never 
previously  been  defined.  The  contract  of  January  6  stated  that  any- 
thing in  the  way  of  plain  rolled  shapes,  flat,  round,  bar  iron  or  rivet 
rods  10  feet  and  imaer  in  length  should  be  considered  as  scrap,  and 
did  not  come  under  the  contract. 

The  Chairman.  January  6  of  this  year  ? 

Mr.  Taylor.  Yes,  sir.  With  this  exception,  that  any  steel  which 
had  been  shipped  by  Bardee  prior  to  the  date  of  this  contract  should 
not  come  under  the  terms  of  this  amendatory  contract  of  January  6. 

The  Chairman.  Who  drew  the  original  contract  ? 

Mr.  Taylor.  The  legal  department  in  Philadelphia. 

The  Chairman.  Do  you  know  who  ? 

Mr.  Taylor.  I  do  not  know,  sir,  but  I  can  refer  to  the  contract  and 
see  by  whom  it  was  approved  as  to  form. 

The  Chairman.  Now,  did  any  of  those  modifications  of  the  contract 
result  in  the  Bardee  company  not  having  to  take  material  which  had 
been  riveted  together  or  fastened  together  ? 

Mr.  Taylor.  Such  as  you  would  class,  I  presume,  as  assembled 
steel? 

The  Chairman.  Yes,  or  small  pieces  of  steel  that  had  been  riveted 
together. 

Mr.  Taylor.  Assembled  steel,  I  do  not  think,  was  ever  mentioned 
in  the  contract. 

The  Chairman.  What  is  that  considered  as — scrap  steel  ? 

Mr.  Taylor.  Mr.  Chairman,  I  have  labored  diligently  to  find  out 
among  steel  men  what  constituted  fabricated  or  scrap  steel. 

The  Chairman.  Well,  is  he  taking  that  sort  of  steel  ? 

Mr.  Taylor.  I  think  not:  I  am  not  positive.  I  think  possibly  he 
has  taken  some  of  that  stun  as  fabricated  steel. 

The  Chairman.  Where  there  is  more  than  one  piece  ? 

Mr.  Taylor.  Yes;  where  it  has  been  riveted  together. 

The  Chairman.  Where  it  is  riveted  together,  wnether  two  or  more 
pieces? 
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Mr.  Taylor.  I  think  he  has  taken  some;  I  would  not  be  positive 
about  it. 

The  Chairman.  Has  any  question  arisen  with  reference  to  that  sort 
of  material,  in  the  interpretation  of  the  contract  ? 

Mr.  Taylor.  Not  at  any  time  at  which  I  have  been  present,  nor  has 
it  come  to  iriy  knowledge. 

The  Chairman.  Is  there  a  considerable  quantity  of  this  steel  yet  to 
be  delivered  under  the  Bardee  contract  ? 

Mr.  Taylor.  That  I  am  not  prepared  to  say.  Mr.  Miller  probably 
could  answer  that  question. 

The  Chairman.  You  say  that  has  not  got  down  to  $3,000,000  of  the 
$11,000,000  origmally? 

Mr.  Taylor.  I  think  when  all  the  steel  which  has  been  certified  to 
Mr.  Bardee  has  been  delivered  that  it  will  amount  to  something  over 
$4,000,000;  between  $4,000,000  and  $5,000,000. 

The  Chairman.  How  do  they  secure  bids  for  this  property  now;  by 
advertising  or  solicitation  ? 

Mr.  Taylor.  By  advertising  and  by  solicitation  both. 

The  Chairman.  And  is  most  of  it  sold  at  private  sale  or  

Mr.  Taylor  (interposing)  In  large  lots  it  is  usually  sold  by  adver- 
tising and  public  bidding. 

The  Chairman.  Do  they  sell  any  of  it  at  auction  ? 

Mr.  Taylor.  I  do  not  know  of  but  three  instances  where  auctions 
have  taken  place;  one  of  those  was  Midland  Bridge;  another  one  was 
the  Union  Bridge,  and  the  other  was  an  experimental  sale  at  Metuchen, 
I  think  it  was  last  January. 

The  Chairman.  Now,  imder  this  Bardee  contract,  who  pays  for  the 
loading  of  the  steel  ? 

Mr.  Taylor.  The  contract  provides  that  the  Shipping  Board — the 
stuff  is  sold  f.  o.  b.,  excepting  in  certain  instances  provided  in  the 
contract. 

The  Chairman.  What  are  those  instances,  do  you  know  ? 

Mr.  Taylor.  In  certain  vards  where  the  three  corporations  had 
contracts  for  steel  to  be  loaded  by  the  manufacturer. 

The  Chairman.  Are  you  familiar  with  the  system  of  the  ware- 
housing of  this  property  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Have  they  got  a  good  system  of  records  of  prop- 
erty in  the  warehouses  so  they  know  where  it  is  and  how  much  there 
is  of  it,  and  when  it  is  removed  ? 
Mr.  Taylor.  The  warehouse  records  are  nothing  to  brag  about. 
The  Chairman.  The  Shipping  Board  has  recently  advertised  for 
proposals  for  furnishing  manila  rope,  has  it  not  ? 

Mr.  Taylor.  I  think  that  has  come  to  my  knowledge. 
The  Chairman.  Now,  would  you  say  that  from  the  warehouse 
records  they  are  able  to  say  that  there  is  no  manila  rope  on  hand  in 
some  of  the  warehouses  ? 

Mr.  Taylor.  I  doubt  very  much  if  they  are  in  position  to  say  just 
exactly  what  they  have  got  in  the  way  of  that  stuff. 

The  Chairman.  Is  that  situation  improving,  are  they  perfecting 
the  records,  do  you  think  ? 
Mr.  Taylor.  In  some  places,  yes;  in  others,  no. 
The  Chairman.  Do  you  know  how  many  warehouses  they  have. 
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Mr.  Taylor.  I  think  we  have  nine  now. 

The  Chairman.  Of  course,  the  warehouses  occupy  a  sort  of  dual 
position,  prehaps,  in  so  far  as  they  may  contain  material  which  may 
be  needed  in  the  operation  of  ships,  and  also  they  contain  material 
that  is  not  needed  for  operation,  but  which  it  is  desired  to  dispose  of  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  tmtil  they  get  those  records  perfected  or 
straightened  out,  there  will  be  more  or  less  confusion  with  reference  to 
the  property  that  is  housed  or  stored  there  ? 

Mr.  Taylor.  Without  doubt. 

The  Chairman.  Now,  is  there  a  uniform  system  of  inventorying  the 
property  that  is  supposed  to  be  in  those  warehouses  ? 

Mr.  Taylor.  Inventory  has  gone  on  for  so)ne  time  past,  but  records 
have  not  been  maintained  as  they  should  be. . 

The  Chairman.  Under  whose  jurisdiction  are  the  warehouses? 

Mr.  Taylor.  Under  the  Supply  and  Sales  Division. 

The  Chairman.  Of  the  various  districts,  or  at  the  home  ofla.ce  ? 

Mr.  Taylor.  They  are  under  the  jurisdiction  now  of  the  home  oflice, 
delegated  to  the  district  directors,  as  a  rule. 

The  Chairman.  Does  the  operating  division  have  any  jurisdiction 
over  them  ? 

Mr.  Taylor.  Not  since  April  20,  1920,  at  which  time  the  board  of 
trustees,  by  resolution,  turned  the  operations  division  and  warehouses 
over  to  the  division  of  supplies  and  sales  for  custody  and  handling. 

.The  Chairman.  And  since  that  time,  I  assume,  large  quantities  of 
materials  have  been  put  into  the  warehouses  ? 

Mr.  Taylor.  Large  quantities;  yes,  sir. 

The  Chairman.  As  well  as  large  quantities  taken  out? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  instances  where  oflice  sup- 
plies, typewriters,  filing  devices,  and  desks  have  been  sold  in  certam 
districts,  and  shortly  thereafter  that  sajoae  material,  in  the  same  dis- 
trict, or  an  adjoining  district  have  been  bought  in  the  open  market? 

Mr.  Taylor.  I  could  only  answer  that  generally,  Mr.  Cnairman.  I 
know  a  good  deal  of  tjiat  stuff  has  been  sold,  and  there  have  been 
purchases  of  a  like  nature  and  character. 

The  Chairman.  Can  you  give  the  committee  your  ideas — and  we 
are  asking  you  for  it;  we  are  notasking  you  to  volunteer  it — ^we  are 
asking  you  to  give  your  opinion  as  to  what  may  be  necessary  to  bring 
up  this  warehouse  accounting  and  recording  system;  the  hapdling  oi 
property  in  warehouses  and  keeping  track  of  it,  and  so  forth,  in  a 
more  efncient  manner,  and  bring  it  up  to  a  more  eflicient  state. 

Mr.  Taylor.  In  every  instance  where  we  to-day  do  not  have  a  com- 
plete and  accurate  record  of  the  material  in  warehouses  an  inventory 
should  be  made,  and  a  complete  and  accurate  record  made  of  it. 

The  Chairman.  It  would  pay  the  Shipping  Board  to  employ  a 
special  force  of  experts  or  skillea  men  to  make  that  inventory,  would 
it  not,  in  cases  where  they  haven't  got  it  ? 

Mr.  Taylor.  I  think  it  would  pay  them,  because  they  would  then 
be  in  a  more  intelligent  position  to  say  what  they  have  to  sell. 

The  Chairman.  Is  there  anything  else  that  you  would  suggest  to 
improve  that  situation  ? 

Mr.  Taylor.  Sometime  ago  I  think  the  chairman  of  the  board 
appointed  ^  committee  for  the  purpose  of  preparing  a  list  of  such  mate- 
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rials  as  might  be  needed  to  complete  the  shipbuilding  program,  and 
such  material  and  supplies  as  might  be  needed  for  the  division  of 
operations  purposes,  but  I  am  under  the  impression  that  that  com- 
mittee has  never  functioned  to  any  marked  degree,  and  imless  some- 
thing of  an  intelligent  nature  along  that  line  is  done,  I  do  not  think 
it  would  pay  to  hold  up  material  for  the  sake  of  saying  that  to-morrow 
or  the  next  day  or  the  next  year  you  may  need  this  anchor,  or  you  inay^ 
need  this  bunch  of  chains. 

The  cost  incident  to  the  holding  up  of  that  material  is  so  great  that 
they  would  almost  better  give  it  away  and  buy  it  new  when  they 
need  it,  unless  some  intelligent  and  cooperative  effort  is  made  on  the 
part  of  those  interested  to  find  out  what  material  would  likely  be 
needed  to  cojnplete  the  shipbuilding  program,  and  would  likely  be 
needed  for  Division  of  Operations  purposes. 

The  Chairman.  If  that  committe  should  go  ahead  and  ascertain 
the  various  classes  of  property  they  have  on  hand,  or  some  other 
oflS.cial  should,  and  report  to  the  Division  of  Operations,  for  instance, 
the  cables  or  manila  rope  or  anchors  and  various  other  classes  of 
property  that  are  used  m  the  operation  of  ships  that  they  have  so 
many  or  so  much  of  those  on  hand  at  the  various  points  in  the  coun- 
trjr,  would  not  that  be  of  value  and  possibly  result  in  a  saving  to  the 
Shipping  Board,  if  it  were  done  and  sent  to  the  warehouses  to  be  drawn 
on  by  the  operating  division  when  needed  ? 

Mr.  Taylor.  Mr.  Chairman,  I  think  if  the  matter  was  turned 
around  just  the  other  way  and  if  the  Division  of  Construction  and 
the  Division  of  Operations  were  to  furnish  the  Division  of  Supply  and 
Sales  with  a  list  of  such  materials,  supplies,  and  equipment  as  they 
though  they  would  need,  it  could  be  more  easily  and  intelligently 
arrived  at,  for  this  reason:  That  the  nature  and  character  of  the 
material  that  has  become  surplus  by  reason  of  the  cancellation  of  the 
program  is  of  an  obslldte  character,  specially  designed,  and  not  at  all 
standard,  and  in  a  good  many  instances,  even  where  certain  equipment 
had  been  placed  on  ships  at  the  time  they  were  delivered,  it  has 
becojoae  necessary  to  replace  certain  parts  of  that  equipment,  as  I  am 
told,  by  the  construction  men,  they  are  replacing  it  with  the  material 
now  being  installed. 

The  Chairman.  Because  it  is  not  improved? 

Mr.  Taylor.  Not  only  not  improved,  but  it  is  not  meeting  the 
requirements  for  which  it  is  designed.  And  if  the  Division  of  Con- 
struction and  the  Division  of  Operations  would  furnish  the  Suppljr 
and  Sales  Division  with  the  Supplies  they  need,  then  it  would  place 
the  Division  of  Supply  and  Sales  in  the  position  to  segregate  that 
material  and  hold  it  for  future  issue. 

The  Chairman.  Then  you  would  sort  of  reverse  the  plan  I  included 
in  Jny  question,  but  it  would  result  in  a  saving  ? 

Mr.  Taylor.  The  saxne  thing. 

The  Chairman.  It  would  be  the  same  thing  and  would  result  in  a. 
saving? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  as  I  imderstand  neither  plan  is  in  force  now  f 
Mr.  Taylor.  No,  sir. 

The  Chairman.  So  that  the  division  of  operations  does  not  know 
whether  the  Shipping  board  of  the  fleet  corporation  already  has  on 
hand  material  or  supplies  that  may  be  needed  for  some  of  its  ships^ 
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and  it  goes  into  the  open  market  and  makes  purchases  sometimes 
when  they  have  the  material  or  supplies  on  hand  and  could  utilize 
them? 

Mr.  Taylor.  That  is  being  done  to  some  extent  now.  When  the 
board  of  trustees  directed  the  transferring  of  the  division  of  ware- 
houses to  the  division  of  supplies  and  sales  and  the  taking  of  inven- 
tory of  supplies  then  in  the  warehouses  particular  care  was  exercised 
in  segregatmg  such  of  that  material  as  it  appeared  would  be  needed 
for  reissue  to  the  division  of  operations  or  construction  as  nearly  as 
could  be  determined  bv  the  nature  and  character  of  the  material. 
Also  as  surplus  material  that  is  taken  off  the  ships  to-day  that  might 
be  laid  up,  or  things  of  that  kind,  an  effort  is  being  made  to  segregate 
any  material,  supplies,  or  equipment  that  it  is  thought  might  be 
needed  for  reissue.  I  think  tnat  is  the  manner  in  which  it  is  coming 
in  now,  and  the  way  it  is  being  declared  a  surplus.  Such  material 
has  been  declared  surplus  and  ready  for  sale  and  issue.  An  effort  is 
being  made  along  that  line,  and,  as  I  say,  at  the  present  time  all  that 
material  that  is  coming  in  from  the  division  of  operations. 

The  Chairman.  Now,  how  long,  in  your  judgment,  will  it  take,  Mr. 
Taylor,  to  clean  up  the  surplus  property  on  hand  and  dispose  of  it  by 
sale? 

Mr.  Taylor.  It  depends  altogether  on  the  policy  adopted  by  the 
sales  section  of  the  supply  and  sales  division. 

The  Chairman.  Under  its  present  policy,  how  long  would  it  take  ? 

Mr.  Taylor.  Judging  the  future  by  the  past,  it  would  take  at 
least  two  years. 

The  Chairman.  Can  you  give  the  committee  any  idea  of  any 
changes  in  the  policy,  other  than  the  lowering  of  the  prices,  which 
might  expedite  the  disposition  of  this  property  ? 

Mr.  Taylor.  Mr.  Chairman,  I  have  favored  the  handling  of  this 
surplus  and  salvage  situation  as  a  lump-sum  proposition.  I  have 
advanced  the  thought  that  the  thing  to  do  was  to  determine  accu- 
rately and  inteUigently  the  surplus  material  and  supplies  on  hand,  and 
when  that  once  was  determined — it  never  has  been  determined  up 
to  date — to  attempt  to  segregate  that  material  into  the  needs  of  the 
construction  division  and  the  division  of  operations  and  sell  the 
balance  of  it  as  a  lump-sum  proposition  for  cash  and  do  away  with 
the  enormous  overhead  expense  of  an  attempted  retail  sale. 

The  Chairman.  Do  you  think  that,  not  Imowing  the  location  and 
the  quantity  and  the  condition  of  this  materi«3,  that  after  this 
segregation  had  been  made  of  that  which  might  be  used  in  construc- 
tion and  repair  and  that  in  the  operations  division,  that  you  could 
get  a  lump-sum  bid  for  that  property  anywhere  near  or  commensurate 
with  its  appraised  value  ? 

Mr.  Taylor.  Not  unless  you  could  intelligently  show  what  material 
you  had. 

The  Chairman.  Oh,  of  course  this  property  has  got  to  be  sold  at  a 
loss. 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  it  is  your  judgment  that  it  would  be  better  to 
dispose  of  it  in  one  transaction  and  get  rid  of  this  overhead  organiza- 
tion, your  sales  force  and  accounting  force,  and  eliminate  the  various 
bookkeeping  transactions  and  clean  it  out  and  get  rid  of  it,  and 
charge  off  mat  loss,  rather  than  to  attempt  to  dispose  of  it  in  the 
m^anner  in  which  it  has  been  done  ? 
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Mr.  Taylor.  I  do,  sir.  Of  course,  there  are  many  ways  in  which 
that  can  be  done.  If  a  lump-sum  cash  proposition  could  not  be 
secured,  some  arrangement  might  be  made  witn  some  one — ^some  well 
organized  selling  agency,  that  had  its  selling  organization  perfected 
throughout  the  world — and  there  are  several  throughout  the  United 
States  who  already  have  a  better  selling  organization  than  the  United 
States  Shipping  Board  and  Fleet  Corporation  would  be  able  to  build 
up  in  years. 

The  Chairman.  For  instance,  what? 

Mr.  Taylor.  The  Harris  Bros.  Co.  is  one,  and  the  Bardee  Corpora- 
tion, I  think,  to-day  have  a  great  selling  organization  throughout 
the  world.  And  there  are  several  others  who  have  been  bidders 
that  I  do  not  recall  the  names  of  just  now,  who  have  selling  organiza- 
tions that  might  be  interested  in  handling  it  on  a  commission  basis 
with  a  proper  supervision  as  to  the  delivery  and  handling  of  the  funds 
derived  from  the  sale  of  this  stuff  to  the  Shipping  Board. 

The  Chairman.  Of  course,  in  an  arrangement  such  as  that  there 
would  be  required  a  supervisory  force  and  accounting  force  to  be 
retained  in  the  Shipping  Board  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Has  that  plan  ever  been  taken  up  for  considera- 
tion; that  is,  the  disposing  oi  this  in  a  lump  sum  that  you  know  of  ? 

Mr.  Taylor.  I  do  not  believe  that  the  matter  has  ever  been  con- 
sidered, cleaning  the  matter  up  as  a  strictly  lump-sum  proposition, 
by  anybody.  I  do  not  believe  up  to  the  present  time  it  has  been 
offered  in  a  lump  sum.  Of  course,  I  have  advanced  it  to  my  chiefs, 
but  that  is  not  my  business.    I  have  suggested  it  to  them. 

The  Chairman.  How  about  the  depreciation  of  this  property  ? 

Mr.  Taylor.  Very  rapid,  sir. 

The  Chairman.  And  a  lot  of  it  was  constructed  or  designed  or 
made  for  particular  types  of  ships,  was  it  not? 
Mr.  Taylor.  Yes,  sir. 
The  Chairman.  Some  of  the  engines  ? 
Mr.  Taylor.  Yes,  sir. 
The  Chairman.  And  boilers  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  pumps  and  dynamos,  and  winches  and  wind- 
lasses were  all  made  for  these  particularly  designed  ships  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  So  that  many  of  them  might  not  fit  into  other 
craft  as  well  as  the  more  standard  designs  that  are  used  ? 

Mr.  Taylor.  We  have  large  quantities  of  that  class  of  material. 

The  Chairman.  Is  there  a  list  or  an  inventory  here  in  Washington, 
if  you  know,  which  contains  the  very  items  of  surplus  property 
throughout  the  country  ? 

Mr.  Taylor.  There  are  inventories  of  the  material  in  our  various 
warehouses  throughout  the  country.  There  are  inventories  of  a 
good  many  of  the  shipyards  throughout  the  country.  I  am  not 
prepared  to  say  that  I  would  be  willing  to  accept  them  as  gospel. 

The  Chairman.  Bv  whom  were  those  inventories  made? 

Mt.  Taylor.  By  the  various  forces  under  the  jurisdiction  of  the 
supply  and  sales  office,  as  a  rule,  except  New  York,  where  it  was 
maae  under  the  jurisdiction  of  the  district  manager. 

The  Chairman.  Has  that  property  been  appraised  ? 
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Mr.  Taylor.  The  majority  of  it  has. 

The  Chairman.  By  the  same  men  who  made  the  inventory  ? 
Mr.  Taylor.  Under  the  same  division. 
The  Chairman.  Under  the  same  division  ? 

Mr.  Taylor.  Yes,  sir.  The  functions  of  the  division  of  supplies 
and  sales  are  various.  They  act  as  purchasers  of  material;  they  act 
as  warehousemen  of  material;  they  act  as  inventory  men  of  material, 
as  appraisers  of  material,  and  as  salesmen  of  material  through  its 
various  branches,  all  coining  under  the  direction  of  the  division  man- 
ager through  its  various  heads;  being  understood,  however,  that  none 
of  these  various  branches,  although  it  is  under  one  head,  should  link 
in  and  mix  in  with  the  others.  However,  the  human  element  is 
there,  and  whether  it  does  or  not  you  can  draw  your  own  conclusions. 

The  Chairman.  It  usually  does  in  such  an  organization  as  that, 
does  it  not  ? 

Mr.  Taylor.  I  am  on  record  as  opposed  to  the  appraisal  of  mate- 
rials to  be  sold  being  under  the  supply  and  sales  division  on  the 
general  nrinciples  that  I  do  not  consider  it  good  organization. 

The  uhairman.  Are  you  familiar  with  the  sale  of  the  National 
Shipbuilding  plant  ? 

Mr.  Taylor.  I  only  know  of  it  as  having  come  to  me  as  approved 
by  the  board. 

The  Chairman.  Is  there  quite  a  difference  between  the  amount 
received  for  that  plant  and  the  original  cost  ? 

Mr.  Taylor.  Tne  original  cost  of  plant  and  material,  as  reflected 
on  our  books  in  that  case,  was  approximately  $450,000, 1  think.  The 
appraised  value  was  somewhere  m  the  neighborhood  of  about  $80,000. 
It  was  sold  for  $39,900  and  approved  by  the  board. 

The  Chairman.  Well,  there  is  an  instance  of  where  they  got  rid 
of  it? 

Mr.  Taylor.  They  got  rid  of  it;  yes,  sir. 

The  Chairman.  Do  you  think  they  could  have  gotten  more  for 
that  property  ? 

Mr.  Tayi.or.  I  am  not  prepared  to  say.  All  that  I  would  say  in 
regard  to  that  would  be  hearsay.  I  have  been  told  that  there  was 
an  offer  at  one  time  made  for  it— I  never  have  been  able  to  nail  it — 
of  $70,000.  I  have  not  been  able  to  nail  that.  I  have  made  some 
inquiries  as  to  the  cause  for  such  a  price,  which  you  will  realize  is 
approximately  only  about  8  or  9  per  cent  of  its  cost,  and  I  have 
been  told  that  the  location  of  the  plant  was  such  that  it  made  it 
absolutely  useless  for  any  purpose  whatsoever,  and  the  only  thing 
of  any  value  there  at  all  might  be  the  eauipment — the  covered 
equipment.  I  did  not  visit  that  plant  myself  at  all,  and  I  do  not 
know. 

The  Chairman.  But  that  was  one  of  the  emergency  plants  built 
during  the  great  press  to  get  ships  constructed  ? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Now,  under  the  present  system  is  it  possible  for 
contractors  under  construction  and  repair  work  to  purchase  really 
more  materials  than  are  needed,  particularly  in  repair  work  under 
time  and  material  contracts? 

Mr.  Taylor.  Is  it  possible  for  them  to  defraud? 

The  Chairman.  Yes. 

Mr.  Taylor.  At  the  present  time,  you  mean  ? 
The  Chairman.  Yes. 
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Mr.  Taylor.  I  am  not  prepared  to  answer  that  question. 

The  Chairman.  Are  you  familiar  with  any  case  where  material 
has  been  purchased,  or  has  been  taken  off  of  one  ship  and  put  in 
another  and  the  Shipping  Board  charged  up  for  it,  paying  for  it 
practically  twice? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  That  is  repair  work;  you  do  not  know  anything 
about  that  whatever? 
Mr.  Tayi.or.  No,  sir. 

The  Chairman.  You  do  not  have  anything  to  do  with  that? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  material  that 
the  Fleet  Corporation  has  on  hand  being  furnished  to  the  operators 
for  repair  work  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  That  does  not  come  under  you? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  And  that  does  not  come  under  the  supply  and 
sales  division  ? 

Mr.  Taylor.  Yes,  through  its  purchasing  department. 

The  Chairman.  Through  the  purchasing  department  of  the  sup- 
plies and  sales  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  they  make  the  purchases? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  I  do  not  mean  purchasing  material  in  the  market; 
I  mean  material  that  the  Shipping  Board  has  on  hand. 

Mr.  Taylor.  Even  so  it  would  go  to  the  purchasing  department 
through  requisition. 

The  Chairman.  Oh,  yes. 

Mr.  Taylor.  And  the  purchasing  department,  on  the  basis  of  the 
requisition,  would  order  the  stuff  from  the  sales  section  of  the  supply 
and  sales  division;  and  it  would  be  billed  to  the  operator,  or  the 
division  of  operations  through  either  the  sales  channel  or  a  direct  bill. 

The  Chairman.  Now,  about  the  question  of  salvage  of  plants  and 
uncompleted  hulls  and  material:  with  reference  to  the  salvaging  of 
plants,  Mr.  Taylor,  what  have  you  to  say  about  that  ? 

Mr.  Taylor.  When  a  plant  first  ceases  to  operate  it  is  supposed  to 
be  certified  to  the  division  of  supply  and  sales,  who  determine  as  to 
whether  or  not  that  can  be  sold  as  a  plant  project,  or  whether  it 
shall  be  dismantled  and  sold  in  units.  That  is  determined  according 
to  each  particular  case.  If  the  plant  is  located  in  a  section  that  makes 
it  accessible  for  future  business,  an  effort  is  made  to  dispose  of  that 
plant  in  its  entirety,  without  breaking  it  down.  If  it  is  so  located 
that  it  is  inaccessible,  and  it  was  a  war  project,  in  the  majority  of 
instances  it  is  torn  down  and  it  is  sold  as  equipment  and  salvage. 
In  those  cases,  of  course,  the  loss  is  very  great.  I  doubt,  taking  it 
by  and  large,  that  the  recovery  on  what  we  call  plant  and  property — 
that  does  not  include  shipbuilding  property,  supplies,  and  so 
on — would  be  more  than  13  to  15  per  cent  of  the  cost  value. 

The  Chairman.  Most  of  the  wood  shipbuilding  plants  will  have  to 
be  dismantled,  I  suppose? 

Mr.  Taylor.  Yes,  sir. 
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The  Chairman.  Have  some  of  those  plants  been  turned  over  to 
the  contractors  m  settlement  ? 
Mr.  Taylor.  In  some  instances. 

The  Chairman.  Is  that  of  advantage  of  the  Shipping  Board,  do 
you  think,  where  they  can  get  a  contractor,  in  setthng  up  bis  claim, 
to  take  over  the  plant  which  the  fleet  corporation  has  erected  and 
paid  for  ? 

Mr.  Tayi.or.  I  would  have  to  leave  that  to  the  determination  of 
those  who  have  it  in  hand.    I  am  not  capable  of  judging  it. 

The  Chairman.  Do  you  know  whether  any  of  those  plants  have 
been  sold  at  auction  ? 

Mr.  Taylor.  As  I  stated  at  the  beginning  of  my  testimony,  the 
only  two  I  know  of,  one  was  the  Midland  Bridge  

The  Chairman  (interposing).  Oh,  that  included  every  plant? 

Mr.  Taylor.  The  plant,  material,  and  everything. 

The  Chairman.  A  clean  sweep? 

Mr.  Taylor.  Yes;  lock,  stock,  and  barrel. 

The  Chairman.  And  those  plants  have  been  cut  free  and  clear 
from  the  Shipping  Board  ? 

Mr.  Tayi.or.  Not  in  existence  any  more. 

The  Chairman.  Do  you  know  anything  about  the  American 
Lumber  Sales  contract  ? 

Mr.  Taylor.  I  know  there  is  such  a  contract. 

The  Chairman.  Are  you  familiar  with  its  provisions  ? 

Mr.  Taylor.  In  a  general  way  only. 

The  Chairman.  You  do  not  know  anything  about  the  details  ? 
Mr.  Taylor.  No,  sir. 

The  Chairman.  I  think  that  is  all.  Have  you  any  questions,  Mr. 
Steele? 

Mr.  Steele.  Yes;  a  few. 

You  stated,  Mr.  Taylor,  that  in  your  judgment  it  would  be  most 
advantageous  to  the  Government  to  dispose  of  this  material  in  a 
lump  sum  ? 

Mr.  Taylor.  Yes,  sir. 

Mr.  Steele.  I  suppose  you  have  in  mind  the  maintenance  of  the 
sales  department  was  so  great  an  expense  that  it  would  practically 
eat  up  a  good  deal  of  the  proceeds  of  the  sale  ? 

Mr.  Taylor.  That  is  my  idea,  sir. 

Mr.  Steele.  Do  you  know  about  what  percentage  of  the  expense 
of  the  sale  is  to  the  amount  realized  in  sales  of  this  idnd  ? 

Mr.  Taylor.  As  I  stated  to  the  chairman  awhile  ago,  if  you  give 
me  an  opportunity,  I  will  present  those  figures.  I  do  not  want  to 
use  figures  rashlv. 

Mr.  Steele,  i  ou  could  not  give  that  to  us  approximately  ? 

Mr.  Taylor.  I  would  prefer  not  to. 

Mr.  Steele.  You  have  referred  to  the  Bardee  contract,  which 
you  say  was  originally  for  about  $11,000,000,  and  by  the  amenda- 
tory contract  reduced  to  about  $5,000,000  ? 

Mr.  Taylor.  No,  sir;  the  amendatory  contracts  did  not  reduce  it 
to  $5,000,000.  The  amendatory  contracts  only  amplified  the 
original*  contract  as  to  terms  and  interpretation.  The  original 
estimate  of  $11,000,000  was  an  estimate  placed  by  the  Supply  and 
Sales  Division  on  the  material  that  would  come  back  in  the  contract. 
A  later  investigation  revealed  there  would  not  be  anything  like  that 
much. 
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Mr.  Steele.  So  that  is  simply  a  reduction  in  estimate  ? 
Mr.  Taylor.  That  is  all  that  that  amounted  to. 
Mr.  Steele.  The  amendatory  interpretations  that  were  made 
upon  that  contract,  did  they  result  in  advantage  to  the  Government  ? 
Mr.  Taylor.  I  should  say  no. 
^    Mr.  Steele.  You  should  say  no  ? 
Mr.  Taylor.  Yes,  sir. 

Mr.  Steele.  To  what  extent  was  the  disadvantage  ? 
Mr.  Taylor.  Very  small. 

Mr.  Steele.  Is  there  more  than  one  Bardee  contract  ? 
Mr.  Taylor.  That  is  all  I  know  of. 

Mr.  Steele.  Does  this  include  the  Pacific  Coast  material  ? 
Mr.  Taylor.  Only  so  far  as  steel  is  concerned. 
Mr.  Steele.  I  beg  your  pardon  ? 
Mr.  Taylor.  Only  so  far  as  the  steel  is  concerned. 
Mr.  Steele.  Did  the  making  of  this  Bardee  contract  result  in  the 
reduction  of  any  of  your  sales  cost  on  the  coast  ? 
Mr.  Taylor.  No,  sir. 

Mr.  Steele.  Do  you  still  maintain  the  sales  department  on  the 
coast  ? 

Mr.  Taylor.  Yes,  sir.  I  think  it  has  been  considerably  reduced, 
however,  at  this  time. 

Mr.  Steele.  As  the  result  of  that  contract,  or  for  other  causes  ? 
Mr.  Taylor.  No;  it  is  the  policy  of  Mr.  Miller's  Supply  and  Sales 


Mr.  Steele.  I  oelieve  that  covers  what  I  want. 
The  Chairman.  Is  there  anything,  Mr.  Connally  ? 
Mr.  CoNALLY.  I  do  not  believe  I  have  any  questions  to  ask  Mr. 
Taylor. 

The  Chairman.  Will  you  get  these  figures  for  which  you  were 
asked,  Mr.  Taylor  ? 
Mr.  Taylor.  I  will. 

The  Chairman.  And  you  can  send  them  to  the  committee  when 


The  Chairman.  That  is  all. 

TESTIMONY  OF  MR.  HAROLD  B.  MILLER,  DIRECTOR,  DIVI- 
SION OF  SUPPLY  AND  SALES,  UNITED  STATES  SHIPPING 


(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name  ? 
Mr.  Miller.  Harold  B.  Miller. 

The  Chairman.  What  position  do  you  hold  with  the  Shipping 
Board  or  Fleet  Corporation  ? 

Mr.  Miller.  Director  division  of  supply  and  sales. 

The  Chairman.  You  are  the  head  of  that  division 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Where  is  your  office  ? 

Mr.  Miller.  Washington. 

The  Chairman.  How  long  have  you  been  with  the  Fleet  Corpora- 
tion? 

Mr.  Miller.  Since  November  19,  1917,  and  with  the  supply  and 
sales  division  since  August  1,  1920. 


Division;  a  change  of  policy. 
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The  Chairman.  You  have  been  with  the  Shipping  Board  since 
November,  1917? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  In  what  capacity  did  you  come  to  them? 

Mr.  Miller.  First  as  engineer,  division  ship  yard  plants,  and  later 
as  assistant  manager  of  construction,  in  charge  of  the  steel  ship,  wood 
ship,  and  ship  yard  division,  from  which  I  was  transferred  to  the 
supply  and  sales  division. 

The  Chairman.  How  long  have  you  been  in  charge  of  the  supply 
and  sales  division? 

Mr.  Miller.  From  August  1,  1920. 

The  Chairman.  What  was  your  business  or  occupation  prior  to 
your  coming  to  the  Shipping  Board  ? 
Mr.  Miller.  Profession  of  civil  engineer. 
The  Chairman.  Where? 
Mr.  Miller.  Pittsburgh. 

The  Chairman.  You  have  charge  of  the  sales  force  which  is 
attempting  to  dispose  of  the  surplus  property  of  the  Shipping  Board  ? 

Mr.  Miller.  I  have  charge  of  the  sales,  except  those  of  uncompleted 
wood  hulls  and  uncompleted  steamers. 

The  Chairman.  So  that  includes  

Mr.  Miller  (interposing).  All  surplus  property,  except  uncom- 
pleted hulls. 

The  Chairman.  And  imcompleted  steamers? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  many  men  have  you  in  your  department  ? 
Mr.  Miller.  Slightly  over  1,400. 
The  Chairman.  1,400? 

Mr.  Miller.  Yes;  the  majority  of  them,  however,  are  laborers  and 
guards.    We  have  what  we  call  a  weekly  pay  roll. 

The  Chairman.  Yes.  • 

Mr.  Miller.  And  that  is  a  fluctuating  payroll.  That  is,  when  we 
have  a  movement  of  material,  we  take  on  quite  a  crowd  of  laborers, 
and  when  the  movement  is  completed  they  are  laid  off.  They  are 
taken  on  and  laid  off  from  day  to  day. 

The  Chairman.  What  is  the  permanent  force;  how  many  ? 

Mr.  Miller.  It  will  average  a  little  over  1,400.  When  I  came  into 
the  supply  and  sales  section  on  August  1,  there  was  slightly  over 
2,100.  I  have  reduced  it  approximately  700  persons. 

The  Chairman.  How  many  are  there  here  at  the  home  office  ? 

Mr.  Miller.  138. 

The  Chairman.  Here  in  Washington  ? 

Mr.  Miller.  Yes;  including  both  purchasihg  and  warehouses  and 
sales  department. 
The  Chairman.  Here  in  Washington  ? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  138  persons? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  Stenographers  and  clerks  ? 

Mr.  Miller.  A  large  part  of  that  is  made  up  of  clerks  and  stenog- 
raphers in  our  records  branch. 
The  Chairman.  Oh,  yes. 

Mr.  Miller.  When  I  came  in  and  before  that,  all  records  had  been 
decentralized  to  the  districts;  no  records  were  in  the  home  office  at 
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all.  I  tried  to  set  up  a  system  here  so  that  our  sales,  all  of  them, 
should  be  controlled  from  here. 

The  Chaibman.  Did  you  get  that  perfected  ? 

Mr.  MnxEK.  Yes;  m  fair  shape  for  the  northern  district  and  the 
Atlantic  district  and  the  Great  Lakes  district.  The  southern  district 
is  not  yet  in  good  shape. 

The  Chairman.  Why  is  that  ? 

Mr.  Miller.  The  men  there  did  not  function  properly,  and  I  had 
to  make  a  change  there,  and  sent  down  naw  men  from  here  January  1. 
Thev  did  not  give  us  the  information  we  wanted. 

The  Chairman.  How  long  had  they  been  working  with  the  Shipping 
Board? 

Mr.  Miller.  The  man  in  charge  there  came  with  the  Shipping 
Board  early  in  1918. 

The  Chairman.  Have  you  got  a  hst  in  Washington  here  now  of  all 
the  surplus  property  which  the  Shipping  Board  or  the  Fleet  Corpora- 
tion have  ? 

Mr.  Miller.  The  list  is  not  in  good  shape  in  the  southern  district; 
otherwise  it  is  very  fair. 

The  Chairman.  Now,  have  you  any  system,  Mr.  Miller,  whereby 
the  division  of  operations  knows  just  what  you  have  on  hand  ? 

Mr.  Miller.  Besides  handling  the  sales  and  warehousing,  I  also 
handle  purchases  for  the  Shipping  Board. 

The  Chairman.  Yes. 

Mr.  Miller.  None  of  our  agents  make  any  sales  without  first  getting 
in  touch  with  the  record  head.  They  clear  through  the  record  sec- 
tion, and  the  record  section  is  responsible  if  we  buy  anything  which 
we  have  on  hand. 

The  Chairman.  You  do  not  have  purchasing  agents  for  the  oper- 
ators, do  you  ? 

Mr.  MiM.ER.  The  operators  do  their  own  purchasing,  imder  the 
general  supervision  of  the  purchasing  department  agents. 
The  Chairman.  Under  tneir  general  supervision;  how  long  since? 
Mr.  Miller.  Possibly  two  months. 

The  Chairman.  Do  you  have  charge  of  advertising  for  proposals 
to  furnish  material  to  the  Shipping  Board  ? 

Mr.  Miller.  Well,  we  work  up  the  actual  advertisement  itself,  but 
it  is  placed  by  the  advertising  manager,  Mr.  Low. 

The  Chairman.  He  is  not  under  your  jurisdiction? 

Mr.  Miller.  No,  sir. 

The  Chairman.  That  is  under  what  department  ? 
Mr.  Miller.  He  reports  directly  to  the  chairman. 
The  Chairman.  The  chairman  of  the  board  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Now,  do  you  know  whether  or  not  the  Shipping 
Board  has  asked  for  proposals  for  the  furnishing  of  manila  rope 
recently  ? 

Mr.  Miller.  Yes,  sir;  I  opened  the  bids. 

The  Chairman.  The  prices  are  very  high,  aren't  they? 

Mr.  Miller.  The  prices  are  very  low. 

The  Chairman.  Low? 

Mx.  Miller.  The  managing  owners  are  paying  at  the  present  time 
an  average  of  24  to  25  cents  a  poimd.  We  had  a  price  for  furnishing 
manila  rope  in  New  York  for  18.75  cents  per  poimd.    In  the  rest  of 
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the  ports  the  price  will  average  20  cents  per  pound.  That  is  new  rope 
delivered  on  the  dock,  and  the  average  would  be  25  cents  per  hundred 
pounds  for  deUvery  to  the  ship  from  the  dock. 

The  Chairman.  And  has  the  Shipping  Board  none  of  that  on  hand  ? 

Mr.  Miller.  Yes  ;  we  have  quite  a  large  quantity  of  rope  at  Wilson 
Point  and  Hog  Island.  The  majority  of  that  rope  has  laid  there  for 
very  nearly  two  years,  and  the  majority  is  not  in  good  shape.  It  had 
been  held  for  the  division  of  operations.  Hemp  rope  has  a  habit  of 
decaying  at  the  core,  and  it  can  not  be  depended  upon  when  it  decays. 

The  Chairman.  You  advertised  for  manila;  is  that  the  same 
thing? 

Mr.  Miller.  Yes,  sir.  Under  the  advertisement  the  vendoi's  of 
the  rope  will  be  the  warehouses;  we  merely  call  on  them  for  such  rope 
as  we  need.    We  are  put  to  no  expense  in  handling. 

The  Chairman.  How  muih  is  that,  in  round  figures,  that  you 
expect  to  get  ? 

Mr.  Miller.  That  is  something  I  did  not  have  the  data  to  check 
up,  and  the  managing  purchasers  were  purchasing  along  that  line, 

and  we  had  no  information  

The  Chairman  (interposing).  How  did  you  Inow  how  much  to 
advertise  for? 


The  Chairman.  You  just  advertised  for  rope;  for  rates  ? 
Mr.  Miller.  Rates,  so  much  per  poLnd,  for  a  certain  limited  time. 
The  Chairman.  How  long  a  time  did  you  call  for,  do  you  remember  ? 
Mr.  Miller.  That  was  either  60  or  90  days. 

The  Chairman.  Upon  whose  judgment  are  you  relying  when  you 
state  that  this  rope  at  Wilson  Point  and  Hog  Island  is  not  serviceable 
and  can  not  be  used  ? 

Mr.  Miller.  On  the  judgment  of  the  technical  department  of  the 
Division  of  Construction  and  Repairs,  and  we  also  had  some  tested 
at  the  Bureau  of  Standards. 

The  "Chairman.  Here  in  Washington  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  was  the  result  ? 

Mr.  Miller.  Some  of  it  was  in  fair  shape  and  some  was  not. 

The  Chairman.  Was  any  of  it  in  good  shape  ? 

Mr.  Mn.LER.  Not  in  first-class  shape;  no. 

The  Chairman.  Were  any  of  those  bids  for  rope  submitted  by  the 
manufacturers,  or  were  they  submitted  by  dealers  ? 

Mr.  Mn.LER.  The  manufacturers  submitted  bids  for  all  ports;  that 
is,  we  had  dealers  who  bid  on  individual  ports  only. 

The  Chairman.  In  other  cases  of  purchases  which  you  make  you 
first  ascertain  whether  your  inventories  show  any  of  that  property 
on  hand  ?  , 

Mr.  MiLLKR.  Yes,  sir. 

The  Chairman.  Has  your  department  made  purchases  of  any  con- 
siderable quantities  of  material  since  August  1  lor  ship  operations 

Mr.  Miller.  Well,  the  principal  thing  we  have  boiignt  has  been 
lubricating  oils,  paint,  and  packing. 

The  CiL4iRMAN.  You  have  none  of  that  on  hand  ? 

Mr.  Miller.  We  have  none  of  that  on  hand;  no,  sir. 

The  Chairman.  ^Vhat  have  you  to  say  with  reference  to  the  inven- 
tories and  listing  of  property  in  the  warehouses  ? 
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Mr.  Miller.  I  ha\^e  ordered  two  inventories  in  practically  all 
warehouses;  that  is,  we  have  ordered  during  the  month  of  iluOTst 
inventories,  and  as  fast  as  the  inventories  are  being  completed  we 
are  advertising  that  individual  property  for  sale. 

The  Chairman.  Have  you  had  any  inventories  completed  ? 

Mr.  Miller.  Yes;  we  feave  our  inventories  on  the  west  coast  com- 
pleted. 

The  Chairman.  In  the  warehouses  ? 

Mr.  Miller.  Yes:  in  the  three  warehouses  on  the  Pacific  coast. 
The  Chairman.  How  long  does  it  take  to  inventory  property  in  a 
warehouse  ? 

Mr.  Miller.  Of  course,  that  would  depend  on  the  number  of  men 
on  the  work  and  the  amount  of  material  in  the  warehouse. 
The  Chairman.  Yes. 

Mr.  Miller.  It  has  been  averaging  about  60  days  on  the  west 
coast. 

The  Chairman.  Have  you  had  any  inventory  completed  on  an 
east  coast  warehouse  as  yet  ? 
Mr.  Miller.  Yes;  Wilson  Point  and  Metuchen. 
The  Chairman.  They  are  completed? 

Mr.  Miller.  Yes;  and  Hog  Island  is  being  mimeographed  now. 

The  Chairman.  How  many   ^ 

Mr.  Miller  (interposing) .  We  have  warehouses  at  Beaumont  and 
New  Orleans  about  which  I  know  personally  very  little.  I  have  never 
been  at  either  place.  And  we  have  two  warehouses  at  Chicago  and 
one  at  Erie. 

The  Chairman.  Erie,  Pa.  ? 

Mr.  Miller.  Erie,  Pa. 

The  Chairman.  Is  there  not  another  warehouse  on  the  Atlantic 
coast  ? 

Mr.  Miller.  On  the  Atlantic  coast — Wilson  Point,  Hog  Island, 
Metuchen,  New  Orleans,  and  Beaumont.    We  have  sold  the  othei-s. 
The  Chairman.  Oh,  the  other  warehouses  have  been  sold? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  When  were  they  sold 

Mr.  Miller.  We  had  one  at  Jacksonville,  the  Bentley  yard,  which 
was  sold  about  three  weeks  ago.. 

The  Chairman.  You  heard  Mr.  Taylor  testify  with  reference  to 
the  condition  of  inventories  and  lists  of  property  in  the  various 
warehouses  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  you  agree  that  that  condition  is  and  has  been 
very  unsatisfactory  ? 

Mr.  Miller.  Yes.  But  I  do  not  agree  that  we  are  not  trying  to 
remedy  it.    I  think  we  are  improving  the  condition. 

Thfe  Chairman.  You  think  that  the  conditions  are  being  improved, 
and  that  you  will  be  able  to  soon  know  just  the  exact  situation  with 
reference  to  property  in  the  warehouses  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  the  division  of  operations  men  have  any 
jurisdiction  over  your  warehouses  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  They  are  under  your  sole  supervision  ? 
Mr.  Miller.  Yes,  sir. 
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The  Chairman.  How  many  men  have  you  got  who  can  be  called 
salesmen,  or  solicitors  ? 

Mr.  Miller.  Not  exceeding  50. 

The  Chairman.  Where  are  they;  scattered  over  the  country? 
Mr.  Miller.  Pardon  me  ? 

The  Chairman.  Are  they  scQ,ttered  over  the  country  ? 

Mr.  Miller.  Yes;  all  over  the  coimtry.  Do  you  want  a  list  of  the 
general  locations  ? 

.The  Chairman.  Yes.  I  did  not  know  whether  they  were  on  the 
two  coasts,  or  whether  they  were  scattered  throughout  the  interior. 

Mr.  Miller.  They  are  on  both  coasts  and  the  Lakes. 

The  Chairman.  Do  they  travel  about,  or  have  they  offices  where 
thev  stay  ? 

Mr.  Miller.  Where  the  towns  are  small,  they  travel  aroimd  three 
or  four  or  five  towns. 

The  Chairman.  Have  you  been  able  to  dispose  of  this  material 
along  well-estabhshed  shipping  lines,  like  the  I.  M.  M.,  or  the  Lucken- 
bach,  or  the  Cunard  Anchor  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Why  not;  have  you  attempted  to  do  it? 

Mr.  Miller.  We  have. 

The  Chairman.  They  will  not  buy  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Can't  you  sell  to  them  cheaper  than  they  can  buy 
in  the  open  market  ? 

Mr.  Miller.  Yes;  but  the  majority  of  our  material  is  special,  and 
a  type  that  they  are  not  using  at  the  present  time.  That  seems  to 
be  sort  of  a  stocK  answer. 

The  Chairman.  Your  packing  ? 

Mr.  Miller.  We  are  not  selling  packing;  we  are  purchasing  that. 
Thr  Chairman.  Did  you  not  sell  packing  at  one  time  ? 
Mr.  Miller.  I  know  of  no  packmg  that  has  been  surplus  since 
Aiigust  1. 

The  Chairman.  You  did  prior  to  August  1  ? 
Mr.  Miller.  I  don't  know  of  any. 

The  Chairman.  Oh,  you  did  not  come  into  the  division  before 
August  1  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  How  about  engine  oils;  do  you  know  of  any  of 
that  being  sold  ? 

Mr.  Miller.  I  have  never  even  heard  of  any  of  it  being  surplus. 

The  Chairman.  Are  these  pumps  and  windlasses  and  steam 
winches  all  special  type  ? 

Mr.  Miller.  Some  of  them  are. 

The  Chairman.  They,  of  course,  would  not  be  sold,  except  where 
ships  are  being  constructed,  I  suppose  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  There  would  not  be  very  much  use  for  those  in 
the  case  of  operators  ? 

Mr.  Miller.  Well,  we  have  had  a  few  replacements  on  account 
of  breakages,  that  is  all. 

The  Ceuirman.  But  you  have  a  large  quantity  of  those  on  hand, 
haven't  vou? 

Mr.  Miller.  Enormous  quantities,  yes,  sir. 
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The  Chairman.  How  many  pumps,  and  I  mean  steam  pumj)Sy 
would  you  say  you  have  on  hana  at  tne  various  concentration  plants  ? 
Mr.  Miller.  Well,  I  have  personally  seen  at  least  500. 
The  Chairman.  And  the  number  is  larger  than  that,  isn't  it? 
Mr.  Miller.  I  should  say  so;  yes,  sir. 

The  Chairman.  And  there  is  more  than  that  number  of  winches  ? 
Mr.  Miller.  Yes;  we  have  700  winches  at  Hog  Island  alone. 
The  Chairman.  And  you  have  700  more  on  the  Pacific  coast^ 
almost — 500,  probably? 
Mr.  Miller.  About  400. 

The  Chairman.  Are  they  special  type,  too,  Mr.  Miller? 

Mr.  Miller.  There  are  some  few  standard,  and  which  we  are 
gradually  using  up.    The  majority  of  them  are  special. 

The  Chairman.  Now,  how  long  in  jrour  judgment  will  it  be,  if  you 
pursue  the  same  policy  that  is  now  in  vogue,  before  this  surplus 
property  will  be  disposed  of? 

Mr.  Miller.  Mr.  Chairman,  I  have  been  trying  very  hard  to  find 
somebody  who  will  buy  all  our  surplus. 

The  Chairman.  Under  a  lump-sum  arrangement  ? 

Mr.  Miller.  If  possible.  , 

The  Chairman.  Do  you  ^ree  with  Mr.  Taylor  that  that  would  be 
of  a  saving  to  the  Shipping  Board;  to  wipe  it  out  and  get  rid  of  it  ? 
Mr.  Miller.  Absolutely. 

The  Chairman.  Do  you  think  that  there  is  any  organization  in 
this  country  that  is  able  to  handle  a  proposition  Uke  that  ? 

Mr.  Miller.  I  hope  we  can  get  a  combination  of  organizations 
together  that  can  handle  it.  Tnere  is  work  being  done  along  that 
line  now. 

The  Chairman.  That  is  under  consideration  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Are  you  familiar  with  the  Bardee  contract  ? 
Mr.  Miller.  In  general. 

The  Chairman.  Do  you  know  anything  particularly  about  it;  did 
you  have  anything  to  do  with  making  it  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  It  was  made  before  you  came  to  the  Supply  and 
Sales  Division  ? 

Mr.  Miller.  It  was  made  in  January,  1920;  I  came  in  in  August,. 
1920. 

The  Chairman.  Did  you  have  anything  to  do  with  the  modification 
of  the  terms  of  the  contract  ? 

Mr.  Miller.  Not  the  first  modification;  I  did  with  the  second  and 
third. 

The  Chairman.  What  was  the  reason  which  prompted  the  second 
and  third  modifications  ? 

Mr.  Miller.  To  qualify  the  original  and  first  amendment. 

The  Chairman.  More  particularly  for  the  benefit  of  the  purchaser, 
or  for  the  benefit  of  the  Shipping  Board,  or  was  it  mutual? 

Mr.  Miller.  Mutual. 

The  Chairman.  Do  you  think  the  Shipping  Board  derived  any  ad- 
vantage from  the  third  modification  ? 

Mr.  Miller.  That  is  rather  a  difficult  question  to  answer.  My 
understanding  is  it  was  merely  a  clarification  of  the  original  and  two 
supplements,  so  that  it  was  merely  an  explanation  oi  the  original 
meaning. 
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The  Chairman.  Is  the  contract  operating  at  the  present  time  sat- 
isfactorily ? 

Mr.  MnxER.  The  contract  expired  January  8  of  this  year.  That  is, 
we  can  not  now  certify  any  more  steel  to  tne  Bardee  Co.  We  could 
not  after  January  8,  1921. 

The  Chairman.  You  meau  the  contract  expired,  so  far  as  adding 
to  the  material  which  Bardee  was  required  to  take  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  But  he  has  not  taken  all  that  he  agreed  to  take 
imder  the  terms  of  the  contract,  has  he  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  How  is  that  coming  along.  Is  he  still  taking  it 
and  paying  for  it  ? 

Mr.  Miller.  When  we  certify  material  to  the  Bardee  Co.  they 
have  one  year  in  which  to  move  it. 

The  Chairman.  One  year? 

Mr.  Miller.  Yes;  under  the  terms  of  the  original  contract. 

The  Chairman.  That  was  not  modified  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Who  takes  care  of  it  ? 

Mr.  Miller.  We  do. 

The  Chairman.  For  a  year  ? 

Mr.  Miller.  Yes,  sir. 

The-  Chairman.  This  property  is  located  at  nearly  all  the  larger 
steel  construction  plants  that  had  contracts  with  the  Shipping  Board, 
isn't  it  ? 

Mr.  Miller,  Yes,  sir. 

TJie  Chairman.  In  the  lake  district  and  on  the  Atlantic  and  Pacific 
ooaats  ? 

Mr.  Miller.  I  do  not  believe  any  steel  has  been  certified  to  the 
Bardee  Co.  on  the  Pacific  coast. 

The  Chairman.  Is  there  a  separate  contract  with  the  Bardee  Co. 
for  the  Pacific  coast  material  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Has  that  been  closed  ? 

Mr.  Miller.  I  believe  it  has. 

The  Chairman.  Well,  now,  Mr.  Miller,  how  long  do  you  expect  it 
will  be  before  the  operations  under  the  Bardee  contract  will  be  closed 
np,  if  they  exercise  their  right  to  wait  a  year  before  taking  it  ? 

Mr.  Miller.  January  1,  1922;  that  is,  if  they  wait  the  fiiU  time. 
We  have  certified  considerable  material  in  the  last  two  weeks  of  the 
contract. 

The  Chairman.  How  much  of  that  material  was  there — that  same 
kind  of  material  was  there,  or  will  there  be,  as  nearly  as  you  can  esti- 
mate, left,  assuming  that  the  Bardee  Co.  takes  aU  its  material  under 
its  contract  by  the  1st  of  June;  how  much  more  will  there  be  left;  as 
much  afe  they  have  taken  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Less  than  what  they  have  taken  ? 

Mr.  Miller.  Yes.  We  will  have  certified  close  to  130,000  tons. 
There  will  not  be  over  25,000  tons  left  on  our  hands  of  material  that 
would  have  been  applicable  under  their  contract. 

The  Chairman.  There  is  a  lot  of  scrap  material  that  was  not  cer- 
tified, isn't  there  ? 

Mr.  Miller.  Yes,  sir. 
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The  Chairman.  How  much  of  that  will  you  have  on  hand  ?  / 
Mr.  Miller.  We  have  been  cleaning  it  up  and  selling  that  as  fa^t 
we  get  it.  / 
The  Chairman.  The  market  is  rather  low  for  that  just  now?  | 
Mr.  Miller.  Yes,  sir.  f 
The  Chairman.  Are  you  selling  it  just  the  same  ?  / 
Mr.  Miller.  Yes,  sir.  ' 
The  Chairman.  Are  you  selling  considerable  quantities  of  it  ? 
Mr.  Miller.  We  do  not  allow  considerable  quantities  to  accumu- 
late.   We  are  cleaning  it  up  to  date,  and  from  day  to  day  as  we  go 
along. 

The  Chairman.  Is  that  sold  to  purchasers  in  the  localities  where 
it  is  located,  or  is  it  shipped  to  considerable  distances  ? 

Mr.  Miller.  No,  sir;  we  do  not  ship  it;  we  do  not  ship  it  at  all* 

The  Chairman.  You  do  not  ship  it  ? 

Mr.  Miller.  We  sell  it  as  is,  and  where  it  is. 

The  Chairman.  As  is  and  where  it  is  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  long  do  you  give  these  purchasers  to  take  it  ? 
Mr.  Miller.  We  do  not  keep  it  at  all. 

The  Chairman.  You  do  not  give  them  a  long  time  to  take  it? 
Mr.  Miller.  No,  sir;  we  cannot.    Quite  frequently  we  are  sub- 
jected to  rental  charges  which  we  want  to  eliminate. 
The  Chairman.  Subjected  to  rental  charges  ? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  What  do  you  mean  ? 

Mi  .  Miller.  We  will  have  ground  in  a  shipyard,  and  have  to  pay 
rental  for  the  ground  we  occupy. 

The  Chairman.  Does  that  apply  to  the  material  under  the  Bardee 
contract  too  ? 

Mr.  Miller.  Yes;  in  some  cases. 

The  Chairman.  So  if  the  Bardee  Co.  wanted  to  do  so  they  could 
impose  a  rental  cost  for  a  year  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  they  take  their  material  quite  promptly? 

Mr.  Miller.  They  have  been  up  to  date;  yes,  sir. 

Mr.  Chairman.  Do  you  know  of  any  permission  having  been  given 
the  Bardee  Co.,  or  its  representatives,  to  inspect  the  records  of  your 
division  ? 

Mr.  Miller.  There  was  a  memorandum  addressed  to  all  the 
divisions,  signed  by  the  chairman,  dated,  I  think,  the  latter  part  of 
July,  or  the  first  part  of  August,  1920,  requesting  the  heads  of  all 
divisions  to  give  the  bearer  all  information  on  surplus  that  he  de- 
sired. 

The  Chairman.  Who  was  the  bearer?  A  representative  of  the 
Bardee  concern? 

Mr.  Miller.  The  man  who  presented  it  to  me  was;  yes,  sir. 

The  Chairman.  Did  he  want  to  see  your  books? 

Mr.  Miller.  He  did  not  ask  to  see  my  books;  no,  sir. 

The  Chairman.  Well,  the  books  of  the  Supply  and  Sales  Division^ 
or  Purchasing  Division? 

Mr.  Miller.  No;  he  did  not  ask  anything  of  the  kind.  He  asked 
quite  a  few  questions  regarding  the  material  which  we  had,  whick 
we  were  very  glad  to  furnish  any  prospective  purchaser. 
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The  Chairman.  Welly  did  you  demur  to  that  at  all? 
Mr.  Miller.  Well,  I  took  the  memorandum  to  the  chairman^s 
office  to  get  an  interpretation  upon  it;  yes,  sir. 
The  C£airman.  Did  you  get  your  interpretation  ? 
Mr.  Miller.  Yes,  sir! 

The  Chairman.  And  followed  out* the  spirit  of  the  memorandum? 

Mr.  Miller.  Yes,  sir.  I  was  instructed  to  use  my  own  judgment 
as  to  what  should,  and  what  was  proper,  to  give  out  to  prospective 
customers. 

The  Chairman.  And  did  you  make  any  exception  in  this  case? 
Mr.  Miller.  No  exception  at  all,  sir. 

The  Chairman.  You  treated  them  the  same  as  other  prospective 
purchasers  ? 

Mr.  Miller.  The  same  way. 

The  Chairman.  Is  there  a  gentleman  in  your  department  now  ty 
the  name  of  C.  O.  Yocum  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  Has  he  been  with  your  department  since  you  have 
been  the  head  of  it  ? 

Mr.  Miller.  He  was  with  me  for  the  first  30  days. 

The  Chairman.  When  was  that  ?    In  August  ? 

Mr.  Miller.  Pardon  me.  He  was  with  me  until  approximately 
December  1,  1920,  as  district  director,  western  district,  division  of 
supply  and  sales. 

The  Chairman.  Approximately  until  October  1  ? 

Mr.  Miller.  December  1,  1920.  No,  pardon  me  again;  he  was 
only  with  me  30  days,  or  until  September  1,  1920. 

The  Chairman.  In  charge  on  the  coast? 

Mr.  Miller.  In  charge  on  the  west  coast. 

The  Chairman.  Do  you  know  how  long  he  had  been  there  ? 

Mr.  Miller.  I  do  not. 

The  Chairman.  Did  you  remove  him? 

Mr.  Miller.  Yes,  sir.^ 

The  Chairman.  For  what  reason  ? 

Mr.  Miller.  Unsatisfactory  work. 

The  Chairman.  What  unsatisfactory  work  ? 

Mr.  Miller.  Well,  we  did  not  have  the  records;  the  west  coast 
appeared  to  be  a  closed  book  to  our  division;  we  had  absolutely 
nothing  at  all  from  him  and  did  not  seem  to  be  able  to  obtain  the 
information  we  desired,  so  I  put  somebody  out  there  who  would  give 
me  information  when  I  requested  it. 

The  Chairman.  He  not  only  failed  to  give  information,  but  he 
refused  to,  didn't  he  ? 

Mr.  Miller.  I  would  not  say  there  was  any  definite  refusal.  The 
information  did  not  come  in. 

The  Chairman.  There  were  not  only  one  or  two,  but  repeated 
requests  or  demands  for  information  which  failed  to  I  ring  it  from 
him,  wasn't  there?  Didn't  you  ask  him  two  or  three  times  for  the 
same  information  ? 

Mr.  Miller.  We  have  asked  numerous  times  for  the  same  informa- 
tion without  obtaining  it;  yes,  sir. 

The  Chairman.  Now,  do  you  know  about  the  Sullivan  boiler  sale ; 
or  the  Burner  boiler  sale  ? 
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Mr.  Miller.  I  remember  a  sale  that  was  inade  to  a  Mr.  Parks,  and 
Sullivan  bid  on  those  boilers.  I  imagine  that  is  the  case  you  have  in 
mind. 

The  Chairman.  Yes.  What  do  you  know  about  that  sale  ?  Was 
that  made  in  the  usual  way,  and  the  terms  complied  with,  and  the 
money  paid  ?  . 

Mr.  Miller.  We  circularized  those  boilers;  that  is,  we  sent  out 
circulars  to  40  or  50  people  whom  we  knew  would  be  interested  in  that 
commodity  and  asked  them  to  submit  bids.  We  only  received  two, 
one  from  Sullivan  and  one  from  Parks.  We  were  ready  to  make  a 
recommendation  to  the  highest  bidder  when  the  other  one  said  he 
would  give  more  money,  so  we  reopened  it  again.  My  recollection 
is  we  reopened  it  twice  before  they  were  both  satisfied  and  gave  their 
highest  bid.    It  was  awarded  to  the  highest  bidder.  Parks. 

The  Chairman.  Do  you  remember  the  sale  of  ships  and  machinery 
to  the  National  Oil  Co.,  Mr.  Daugherty ;  was  that  handled  under  your 
jurisdiction;  was  that  one  of  the  sales  made  by  Mr.  Yoakum? 

Mr.  Miller.  That  was  not  made  since  August  1st,  as  I  remember. 
I  am  not  familiar  with  the  sale  at  all,  sir. 

The  Chairman.  It  was  made  before  you  came  to  the  supply  and 
sales  division  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  about  the  Rogers  hull  contract;  did  you 
make  that? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Are  you  familiar  with  it? 

Mr.  Miller.  I  know  the  general  provisions  only. 

The  Chairman.  Did  you  have  any  jurisdiction  or  work  on  that 
contract  ? 

Mr.  Miller.  I  never  had  anything  to  do  with  the  contract  itself; 
no,  sir. 

The  Chairman.  At  one  time  did  not  the  Bardee  Company  operate 
as  a  sales  agent  for  the  board,  or  corporation,  on  the  Pacific  coast  ? 
Mr.  Miller.  No,  sir. 
The  Chairman.  It  never  did  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  Was  it  contemplated  asking  them  to  do  that  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  Do  you  know  anything  about  the  Greenburg 
scrap  or  junk  contract? 

Mr.  Miller.  *There  was  some  scrap  at  Hog  Island  which  Greenburg 
bid  on  and  did  not  get.  I  do  not  remember  the  controversy.  I  was 
on  the  West  coast  from  September  3  to  October  19.  My  recollection 
is  that  that  came  up  withm  that  period. 

The  Chairman.  Was  Mr.  Kline  acting  in  any  capacity  in  connection 
with  that  sale  ? 

Mr.  Miller.  Mr.  Kline  at  that  time  was  eastern  director  of  the 
division  of  supply  and  sales,  eastern  district,  at  Philadelphia. 

The  Chairman.  Who  was  Mr.  Weaver;  was  he  connected  with  ^ 
the  supply  and  sales  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Was  he  connected  with  Bardee  ? 
Mr.  Miller.  I  understand  he  was  secretary  of  the  Bardee  Company. 
The  Chairman.  He  was  formerly  with  the  Shipping  Board? 
Mr.  Miller.  Yes,  sir. 
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The  Chairman.  With  the  supply  division  ? 
Mr.  Miller.  No,  sir;  with  the  construction  claims  board. 
The  Chairman.  Were  you  in  charge  of  the  supply  and  sales 
division  when  Mr.  Kline  wa.s  up  there  at  Philadelphia  ? 
Mr.  Miller.  Yes;  I  took  charge  while  he  was  there. 
The  Chairman.  Was  he  removed? 

Mr.  Miller.  While  I  was  on  the  West  Coast  he  was  shifted  to 
Hog  Island  in  charge  of  Hog  Island. 

The  Chairman.  Out  of  your  jurisdiction  ? 

Mr.  Miller.  No,  sir;  within  my  jurisdiction.  He  was  transferred 
there  as  special  representative,  in  charge  of  the  yard. 

The  Chairman.  Still  under  your  supervision  and  direction? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Is  he  still  there  ? 

Mr.  Miller.  No,  sir;  he  is  now  the  personal  representative  of  the 
president  of  the  Emergency  Fleet  Corporation. 
The  Chairman.  Who  is  that? 
Mr.  Miller.  Chairman  Benson. 

The  Chairman.  Oh,  yes.  He  is  president  of  the  Emergency 
Fleet  Corporation  and  cnairman  of  the  Shipping  Board;  is  that  the 
title? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  is  he  doing,  do  you  know  ? 
Mr.  Miller.  I  do  not. 

The  Chairman.  IJe  is  not  in  your  department? 
Mr.  Miller.  Not  in  my  department  at  all. 

The  Chairman.  Now,  have  there  been  men  in  your  department 
who  have  left  the  employ  of  the  Fleet  Corporation  or  the  Shipping 
Board  and  accepted  employment  with  firms,  like  the  Bardee,  or  the 
Southern  Scrap  Material,  or  other  concerns,  for  the  purpose  of  pur- 
chasing material  ? 

Mr.  Miller.  Well,  there  is  no  doubt  that  some  of  that  has  occurred. 
I  do  not  know  of  anybody  that  has  gone  to  the  Bardee  Co. 
When  I  came  in  on  August  1,  Mr.  Rocap  was  district  director  at 
New  Orleans.  His  resignation,  however,  was  already  in  before  I 
took  charge,  and  I  understand  he  went  with  Ness.  That  is  the  only 
case  that  I  personally  know  of. 

The  Chairman.  Well,  that  is  the  natural  thing  for  men  to  do, ' 
isn't  it — men  who  have  been  connected  with  the  Emergency  Fleet 
Corporation,  or  the  Shipping  Board,  who  receive  offers  to  go  with 
cither  shipping  operators  or  ship  concerns,  or  men  dealing  in  ship 
material — surplus  material  ? 

Mr.  Miller.  Well,  they  may  have  received  offers;  I  have  never 
received  any. 

The  Chairman.  You  know  of  men  having  left  the  Shipping  Board 
and  going  with  steamship  lines  or  ship  operators  ? 

Mr.  Miller.  No;  I  do  not,  Mr.  Chairman.  I  am  not  familiar  with 
that  end  of  it,  the  operations  end. 

The  Chairman.  What  I  am  getting  at  is  this:  Do  you  consider  it 
anything  improper,  for  instance,  if  you  should  get  an  offer  to  go  to 
work  for  the  Cramp  Shipyards  at  an  advance  m  salary  over  what 
you  are  getting  now,  would  you  consider  it  anything  improper  in 
your  accepting  that  employment  ? 

Mr.  Miller.  I  would  try  to  find  other  employment. 
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The  Chairman.  You  thmk  that  it  a  man  has  been  working  for  the 
Shipping  Board  and  has  been  handling  matters  involving  dealings 
between  the  Shipping  Board  and  certain  other  concerns,  that  perhaps 
it  might  be  questionable  for  a  man  in  the  Shipping  Board  who  had 
to  do  with  the  handling  of  these  matters  to  later  accept  employment 
with  a  concern  who  had  these  dealings  ? 

Mr.  Miller.  Well,  that  would  be  largely  a  personal  equation,  of 
course.  It  all  depends  on  how  the  individual  feels  about  it.  Cer- 
tainly, if  they  were  discharged  from  the  fleet  employment,  I  do  not 
see  why  they  should  not  go  where  they  pleased,  if  they  have  to 
earn  a  livelihood,  certainly. 

The  Chairman.  Well,  in  some  branches  of  this  work  men  must 
have  gained  a  knowledge  and  experience  that  would  be  of  advantage 
to  private  concerns,  would  they  not;  ship  operators  and  ship  com- 
panies, and  construction  companies  ? 

Mr.  Miller.  There  is  no  doubt  they  did  gain  knowledge  that 
would  help  companies  having  business  with  the  fleet. 

The  Chairman.  And  that  might  apply,  perhaps,  to  some  of  the 
attorneys  who  came  with  the  Shipping  Board;  they  might  get  an 
experience  and  knowledge  in  the  handling  of  contracts  that  would 
make  them  valuable  men  in  law  firms  handling  the  business  of  great 
construction  companies  ? 

Mr.  Miller.  I  should  think  so. 

The  Chairman.  Did  you  have  anything  to  do  with  the  sale  of  the 
National  Plant  at  Savannah? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  was  there  about  that  sale  which  resulted  in 
selling  that  plant  complete  for  some  $39,000  or  $40,000,  when  it 
cost  nearly  a  half  million  ? 

Mr.  Miller.  Well,  we  had  to  get  out  of  the  yard,  of  course.  We 
were  on  leased  property;  we  did  not  own  the  groun4  itself,  and  that 
was  the  highest  offer  we  could  get  for  it. 

The  Chairman.  Was'  it  generally  advertised  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  try  to  sell  the  material  apart  from  the 
plant,  or  did  you  just  try  to  sell  the  whole  business  ? 

Mr.  Miller.  We  tried  to  lump  the  whole  thing  and  get  rid  of  the 
whole  thing  at  one  time. 

The  Chairman.  How  long  did  the  lease  have  to  run  ? 

Mr.  Miller.  I  do  not  remember  the  terms  of  the  lease. 

The  Chairman.  Do  you  remember  what  the  rental  price  was  ? 

Mr.  Miller.  My  recollection  is  $20,000  a  year.  Mr.  Richardson 
here  could  answer  that. 

The  Chairman.  That  it  was  appraised  at  $88,000,  was  it? 

Mr.  Miller.  Appraised  at  $88,000,  yes,  sir. 

The  Chairman.  And  who  bought  it  ? 

Mr.  Miller.  It  was  bought  by  Harris  Bros.  Co. 

The  Chairman.  That  is  quite  a  large  sales  organization? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  some  of  the  former  employees  of  the  Fleet 
Corporation  go  into  the  employ  of  that  conciern  ? 
Mr.  Miller.  Not  that  I  know  of. 
The  Chairman.  Well,  did  you  get  cash  for  that? 
Mr.  Miller.  Yes;  cash. 
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The  Chairman.  And  there  is  nothing  in  ^  connection  with  that 
remaining  to  be  adjusted — that  National  Shipyard? 
Mr.  Miller.  Nothing  at  all. 

The  Chairman.  So  there  is  an  instance  where  you  sold  the  plant 
and  material  for  a  lump  sum,  but  at  a  tremendous  sacrifice,  but 
further  retention  of  it  would  not  only  have  added  to  the  expense, 
but  would  have  increased  the  depreciation? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  you  think  that  if  you  had  kept  that  for  a  few 
months  longer  that  you  would  have  got  a  better  price,  in  view  of 
what  has  happened  in  the  market  for  the  sale  of  that  material  ? 

Mr.  Miller.  We  would  be  taking  a  gamble,  and  I  do  not  believe 
the  Government  should  gamble  in  commodities  of  that  kind.  What 
I  have  been  trying  to  do  was  to  let  somebody  else  take  the  chances 
on  it. 

The  Chairman.  The  purchaser  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  get  any  offers  from  anybody  else  ? 

Mr.  Miller.  I  had  considerable  negotiation  regarding  the  sale, 
but  that  was  the  only  offer  we  had.  We  did  have  an  offer  from 
J.  W.  Ridolph,  of  Savannah,  dated  January  16,  1920;  and  he  offered 
$70,000,  to  be  paid  for  as  the  materials  were  shipped.  Since  this  was 
so  indefinite  we  interviewed  Mr.  Ridolph  to  ascertain  what  his  terms 
were.  It  was  learned  from  him  that  he  had  no  financial  backing; 
that  he  could  make  no  cash  offer;  that  he  wanted  the  goods  shipped 
to  him,  and  that  he  would  pay  for  them  as  he  sold  them.  This  would 
have  amounted  to  his  being  appointed  agent  for  the  Board,  which, 
of  course,  we  could  not  do. 

The  Chairman.  That  was  a  case  where  the  gamble  would  be  trans- 
ferred to  the  Government  ? 

Mr.  Miller.  Yes,  and  the  profit  to  the  agent. 

The  Chairman.  What? 

Mr.  Miller.  And  the  profit,  if  any,  to  the  agent. 

The  Chairman.  Now,  do  you  know  of  instances  where  the  mate- 
rials have  been  taken  out  of  warehouses  without  proper  records  being 
kept? 

Mr.  Miller.  There  is  no  doubt  that  that  was  done,  because  we 
found  that  the  records  were  not  in  good  shape. 

The  Chairman.  Who  was  responsible  for  those  records  prior  to 
your  coming  here  ? 

Mr.  Miller.  Mr.  Lee  Allen  was  acting  manager  of  the  division  of 
supply  and  sales  before  I  took  charge. 

The  Chairman.  Whom  did  he  succeed  ? 

Mr.  Miller.  Mr.  Weir. 

The  Chairman.  And  whom  did  he  succeed  ? 

Mr.  Miller.  Mr.  Rollason. 

The  Chairman.  He  was  the  first  man  in  charge  ? 

Mr.  Miller.  Mr.  Rollason  was  the  first  man  in  charge  of  the 
consolidated  division. 

The  Chairman.  Now,  .did  you  receive — or  were  the  records  trans- 
mitted to  you  when  you  took  charge;  did  you  recieve  the  records  of 
the  nroperty  in  the  warehouses  ? 

Mr.  Miller.  Approximately  January  1,  1920,  the  then  manager 
of  the  Division  of  Supply  and  Sales  decentralized  the  records  to  uie 
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districts,  so  there  were  no  records  for  me  to  take  charge  of  in  the  home 
office.  I  had  to  build  up  my  own. 

The  Chairman.  Now,  how  did  you  do  that;  by  calling  in  the 
records  from  the  districts  ? 

Mr.  Miller.  By  calling  in  the  records  from  the  districts  and  where 
thOT  were  not  correct,  by  taking  a  new  inventory  of  the  projects. 

The  Chairman.  Do  you  know  of  any  instances  where  office  equip- 
ment, such  as  typewriters,  filing  devices,  and  desks  have  been  sold  in 
any  district — the  Southern  District,  I  think  it  has  been  testified  to — 
and  later  similar  supplies  having  been  bought  in  the  open  market  ? 

Mr.  Miller.  I  do  not  know  from  personal  knowledge  that  that  has 
been  done. 

The  Chairman.  Have  you  received  any  reports  to  that  effect  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  Have  you  seen  any  reports  or  records  to  that 
effect? 

Mr.  Mit^ler.  I  have  not  seen  any  reports  or  records  of  anything  of 
the  kind ;  no,  sir. 

The  Chairman.  Well,  in  view  of  the  lack  of  records  or  the  complete 
records  with  respect  to  warehouses,  would  you  say  that  that  might 
have  occurred  ? 

Mr.  Miller.  That  would  all  depend  on  the  district  director  in 
charge  of  each  district.  They  were  supposed  to  function  practically 
independently. 

The  Chairman.  But  this,  I  think  it  had  been  testified  to,  did  occur 
in  the  southern  district,  and  as  I  understood  you  to  say,  when  you 
came  in  you  found  the  Southern  District — it  was  not  in  as  good  con- 
dition from  an  accounting  and  record  standpoint  as  the  other  districts  ? 

Ml*.  Miller.  That  is  true.    It  is  still  in  bad  condition. 

The  Chairman.  Still  in  bad  condition  ? 

Mr.  MiLLER.^  Yes,  sir. 

The  Chairman.  In  view  of  that,  would  \^ou  say  this  might  have 
occurred  in  the  southern  district  ? 
Mr.  Miller.  It  might  have  occurred. 

The  Chairman.  And  due  to  a  lack  of  proper  check  on  the  records  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Now.  was  this  Mr.  Rocap  the  man  in  charge  down 
there  ? 

Mr.  Miller.  Mr.  Rocap  was  district  director  until  September  1, 
1920. 

The  Chairman.  Was  he  the  man  vou  removed  ? 

Mr.  Miller.  T  did  not  remove  him.  His  resignation  was  in  when 
I  took  charge.  Mr.  Dillingham  succeeded  him,  and  Mr.  Dillingham 
was  removed,  effective  last  Thursday. 

The  Chairman.  Who  succeeded  him  ? 

Mr.  Miller.  Mr.  A.  C.  Roberts. 

The  Chairman.  Who  is  he? 

Mr.  MiLLEii.  He  is  a  new  man  down  there;  he  was  in  the  home 
office  in  charge  of  sales,  and  afterwards  he  was  at  Hog  Island,  He  is 
a  man  familiar  with  what  went  on  up  there. 

The  Chairman.  Was  Mr.  Carter  in  charge  dov^m  there  ? 

Mr.  Miller.  Mr.  Carter  was  in  charge  previous  to  Mr.  Rocap.  I 
know  nothing  of  Mr.  Carter. 
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The  CfiAiRMAX,  Do  you  think  that  the  Fleet  Corporation  or  the 
Supply  and  Sales  Division  is  taking  the  necessary  steps  to  insure  the 
best  possible  hids  for  material  which  it  is  seeking  to  dispose  of  ? 

Mr.  Miller.  Our  sales  methods  may  be  at  the  present  time — may 
I  enlarge  on  the  general  sibject? 

The  Chairman.  Yes;  if  you  will,  just  give  us  the  procedure. 

Mr.  Miller.  T  found  when  I  came  in,  they  were  making  hundreds 
and  thousands  of  small  sales.  Each  sale  naturally  costing  a  lot  of 
money,  recording,  and  passing  through  so  many  channels.  So  we 
tried  to  avoid  that  and  sell  by  districts,  if  possible.  If  we  could  get  a 
customer  sufficiently  big  we  would  sell  him  a  district,  or  the  entire 
country.  If  we  can  not  do  that  we  try  to  sell  him  a  warehouse,  and 
if  we  can  not  sell  him  the  warehouse,  we  sell  by  groups;  that  is,  all 
electrical  supplies,  or  plumbing  supplies  in  there.  We  get  a  list  of 
the  supplies  and  circulate  it  among  the  men  in  the  business  and  get 
bids  and  open  them  on  a  certain  day. 

The  Chairman.  You  think  that  is  more  advantageous  to  the 
Shipping  Board  than  the  plan  that  was  in  operation  when  you  came  ? 

Mr.  iiiLLER.  Very  much  more  than  the  retail  sales.  We  have 
been  able  to  cut  over  a  million  and  a  quarter  from  our  overhead, 
due  largely  to  the  change  in  sales  poUcy. 

The  Chairman.  If  a  gentleman  should  come  to  your  office  to- 
morrow morning,  Mr.  ifiller,  with  the  ability  to  satisfy  you  as  to 
his  financial  strength  to  carry  out  the  proposition  and  made  you  an 
offer  for  all  the  surplus  material  that  you  nave  on  hand,  taken  over 
in  one  lump,  and  you  took  a  sufficiently  reasonable  length  of  time 
to  satisfy  yourself  that  the  man  could  carry  out  the  contract  and 
that  the  price  was  of  advantage  to  the  Shipping  Board,  and  you 
closed  the  deal,  how  much  of  a  reduction  could  you  make  in  your 
forces;  in  your  organization,  and  how  soon  could  you  make  it  ? 

Mr.  Miller.  If  we  could  make  a  lump  sum  sale  of  all  surplus 
materials  which  we  now  have,  and  which  we  are  going  to  get — that 
is  your  idea  ? 

The  Chairman.  Yes. 

Mr.  Miller.  We  could  eliminate  the  warehouse  sales  and  leave 
only  the  purchasing,  and  leave  our  personnel  at  about  1,200. 
The  Chairman.  Cut  it  down  200  people  ? 

Mr.  Miller.  Two  hundred  people  who  are  doing  purchasing  in 
this  country  and  abroad,  and  at  the  foreign  fuel  stations. 

The  Chairman.  Are  the  foreign  fuel  stations  under  your  juris- 
diction ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  this  1,400  include  those  abroad? 
Mr.  Miller.  Yes;  we  have  agents  in  practically  every  country 
on  the  globe.  ' 
The  Chairman.  You  have,  you  say,  how  many  in  Washington  ? 
Mr.  Miller.  One  hundred  and  thirty-eight. 

The  Chairman.  Would  you  mean  to  say  that  you  could  get  along 
with  62jpeople  outside  of  Washington,  or  would  you  make  a  reduction 
of  the  Washington  forces  ? 

Mr.  Miller.  Well,  in  our  purchasing  department  in  Washington  we 
have  only  about  15  people;  everybody  else  would  go,  except  that  15. 

The  Chairman.  Now,  with  reference  to  your  purchasing  abroad ; 
do  those  people  abroad  have  the  authority  to  make  sales  without 
cable,  or  confirmation  from  the  home  office  ? 
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Mr.  Miller.  We  have  no  surplus  abroad,  so.  there  is  no  surplus 
to  sell. 

The  Chairman.  I  mean  purchases,  excuse  me;  have  they  authority 
to  make  purchases  abroad  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Without  the  transaction  being  confirmed? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  do  they  have  to  guide  them  as  to  what  is 
a  proper  price  to  pay  ? 

Mr.  Miller.  They  have  the  local  conditions  there,  the  local 
markets  to  guide  them.    They  only  buy  what  is  absolutely  necessary 


The  Chairman.  Is  Mr.  Bowen  under  your  supervision? 
Mr.  Miller.  No,  sir. 
The  Chairman.  What  division  is  he  in  ? 

Mr.  Miller.  Mr.  Bowen  is  special  assistant  to  the  head  of  the 
Emergency  Fleet  Corporation,  and  is  in  charge  of  fuel  oil,  and  I 
understan(i  buys  frel  oil  to  keep  our  tankers  supplied. 

The  Chairman.  Does  he  not  buy  coal  too? 

Mr.  Miller.  He  has  bought  coal.  We  have  no  blanket  contracts 
for  coal. 

The  Chairman.  And  is  he  not  the  only  one  who  buys  coal? 

Mr.  Miller.  Where  coal  is  bought,  yes,  sir. 

The  Chairman.  He  advertised  for  coal  sometime  ago,  did  he? 

Mr.  Miller.  I  did  not  see  that  advertisement. 

The  CWirman.  Did  you  advertise  for  coal  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  buy  coal  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  iDo  you  know  anvthing  about  the  purchase  of 
fuel  for  next  year,  or  is  that  under  Mr.  Bowen  ? 

Mr.  Miller.  Mr.  Bowen  has  that  whole  matter. 

The  Chairman.  What  was  the  reason  that  prompted  you  to  re- 
move Mr.  DiUingham  from  the  southern  district,  or  recommend 
his  retirement  ? 

Mr.  Miller.  Merely  because  we  can  not  get  anv  records  from  our 
southern  district,  and  there  is  general  dissatisfaction  among  the 
purchasers  of  our  material  who  have  done  business  in  that  district. 

The  Chairman.  What  is  that  dissatisfaction  based  upon;  what 
reasons  do  they  give  for  being  dissatisfied  ? 

Mr.  Miller.  Well,  the  reasons  are  very  general. 

The  Chairman.  General? 

Mr.  Miller.  Yes;  very  general  in  character. 

The  CHAIRMAN .  Well,  for  instance,  can  you  cite  something;  can 
you  give  us  any  idea  what  the  situation  is  down  there,  and  why  it  is 
necessary  to  remove  a  man,  and  what  it  is  that  needs  remedying? 

Mr.  Miller.  The  first  thing  we  have  to  find  out  is  what  material 
we  have  in  the  southern  district.  We  have  no  record  here  at  all. 
The  district  director  at  New  Orleans  is  unable  to  make  inteUigent 
sales,  because  he  has  no  records.  A  customer  will  come  into  the 
yard  and  actually  see  the  material  he  desires,  and  then  go  into  the 
office,  and  be  can  not  buy  it,  because  there  is  no  record  of  it.  We 
have  to  remedy  those  conditions. 
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The  Chairman.  Do  you  know  whether  records  were  made  ? 

Mr.  Miller.  I  know  inventories  were  made  at  Beaumont  and  New 
Orleans,  but  not  kept  up  to  date.  New  inventories  will  have  to  be 
made. 

The  Chairman.  And  that  will  take  some  time  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Then  if  you  had  this  lump  sum  offer  which  I  used 
for  a  question  a  few  moments  ago,  before  you  could  accept  such  a 
proposition  as  that  you  would  have  to  know  wh^t  was  in  the  southern 
yards,  wouldn't  you? 

Mr.  Miller.  We  would  have  to  know  in  a  general  wav,  at  least. 
We  would  not  have  to  know  to  the  last  dollar  what  was  down  there, 
I  do  not  think. 

.  The  Chairman.  Have  you  got  sufficient  information  now  so  that 
you  can  say  in  a  general  way  what  is  down  there  ? 

Mr.  Miller.  No  sir;  we  would  need  at  least  30  days. 

The  Chairman.  You  would  need  some  time  before  a  special 
inventory  and  reappraisal  of  that  property  could  be  made  in  the 
southern  district  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Are  you  about  to  do  that  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Is  it  under  way  yet  ? 

Mr.  Miller.  Yes;  Mr.  Roberts  has  instructions  to  make  a  new 
inventory  where  necessary  and  bring  the  records  up  in  A-1  shape, 


New  Orleans  to  warrant  keeping  men  there. 

The  Chairman.  How  many  men  have  you  there  ? 

Mr.  Miller.  A  total  of  68,  scattered  throughout  the  district. 

The  Chairman.  With  headquarters  at  New  Orleans  ? 

Mr.  Miller.  Headquarters  at  New  Orleans. 

The  Chairman.  Is  that  including  

Mr.  Miller  (interposing).  That  does  not  include  the  weekly  pay 
roll;  that  includes  all  men  from  Florida  to  the  Gulf. 

The  Chairman.  You  say  that  does  not  include  the  weekly  pay  roll  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  How  many  more  men  would  that  include  ? 
Mr.  Miller.  That  figure  fluctuates  very  rapidly,  especially  down 
there.    Something  over  100. 

The  Chairman.  I  did  not  get  the  answer. 

Mr.  Miller.  That  figure  fluctuates  very  rapidly.  Something  over 
a  hundred. 

The  Chairman.  Something  over  a  hunderd  for  the  district  ? 
Mr.  Miller.  Yes;  that  would  include  the  guards  and  labor  and  aU. 
The  Chairman..  Now,  what  are  you  charging  off  for  depreciation; 
do  you  make  a  charge  off  each  month,  or  do  you  not  do  that  ? 
Mr.  Miller.  We  are  paying  no  attention  at  all  to  depreciation. 
The  Chairman.  Paying  no  attention  to  it  all  ? 
Mr.  Miller.  No,  sir. 

The  Chairman.  Isn^t  it  necessary  to  take  that  into  consideration'^ 

Mr.  Miller.  It  may  be  for  the  finance  division,  to  keep  it  on  the 
books,  but  we  keep  no  books.    That  is  a  finance  fimction. 

The  Chairman.  That  is  all,  I  believe.    Any  questions,  Mr.  Steele  ? 

Mr.  Steele.  One  or  two.  Mr.  Miller,  I  understood  you  to  say 
that  there  was  a  second  Bardee  contract  ? 
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Mr.  Miller.  No,  sir. 

Mr.  Steele.  Only  one  Bardee  contract  ? 

Mr.  Miller.  Only  one  that  I  kndw  of;  yes,  sir. 

Mr.  Steele.  When  was  it  made  ? 

Mr.  Miller.  In  January,  1920. 

Mr.  Steele.  Was  there  not  a  Bardee  contract  made  during  the  fall  ? 

Mr.  Miller.  No,  sir. 

Mr.  Steele.  Covering  the  Pacific  coast  ? 

Mr.  Miller.  No,  sir. 

Mr.  Steele.  Does  the  one  you  have  in  mind  cover  the  Pacific^ 
coast  ? 

Mr.  Miller.  No;  the  contract  of  January,  1920,  covered  the  salo 
of  surplus  steel,  and  steel  only,  east  and  west  coasts. 

Mr.  Steele.  That  is  all  ?  I  was  under  the  impression  that  it  was- 
announced  during  the  fall  that  a  second  Bardee  contract  was  made. 

Mr.  Miller.  I  negotiated  a  sale  with  the  Bardee  Company  of  the 
steel,  of  all  surplus,  on  the  west  coast,  and  it  was  approved  by  the^ 
chairman,  but  the  sale  was  called  off. 

Mr.  Steele.  It  was  called  off  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Steele.  Could  you  tell  us  what  percentage  of  expense  is  con- 


Mr.  Miller.  The  percentage  of  expense  for  sale  only  ? 
Mr.  Steele.  Yes. 

Mr.  Miller.  You  mean  to  include  warehousing  ? 
Mr.  Steele.  I  do;  yes. 
Mr.  Miller.  Inventory  and  appraisal  ? 
Mr.  Steele.  Yes;  that  is  connected  with  the  property  itself. 
Mr.  Miller.  Yes,  and  leases;  it  would  approximate  $3,000,000  a. 
year. 

Mr.  Steele.  Leases? 

Mr.  Miller.  Yes ;  leases  on  warehouses  where  we  do  not  own  the^ 
property.    That  is  for  both  east  and  west  coasts,  of  course. 

Mr.  Steele.  You  say  the  expense  would  be  about  $3,000,000  a. 
year  ? 

Mr.  Miller.  That  is  the  entire  expense  of  holding  the  surplus- 
material  and  selling  some,  inventorying  some,  'and  warehousing,  and 
includes  the  upkeep  and  guarding  on  uncompleted  hulls. 

Ihe  Chairman.  And  the  amount  of  property  on  hand  is  estimated 
to  be  of  what  value  ? 

Mr.  Miller.  Mr.  Taylor  gave  $86,000,000  the  total  amount  certi- 
fied. I  do  not  believe  that  that  covers  a  large  part  of  the  material  at 
Hog  Island,  nor  the  plant  and  property  at  Hog  Island,  nor  the  plant 
and  property  at  Martins.  I  think  Mr.  Taylor  spoke  of  certifications 
that  cleared  through  his  division. 

Mr.  Steele.  In  your  estimate  of  expenses  do  vou  include  Hog 
Island  ? 

Mr.  Miller.  In  the  $3,000,000? 
Mr.  Steele.  Yes. 

Mr.  Miller.  I  did  not  include  the.  guarding  of  the  plant  and 
property  at  Hog  Island;  no,  sir.  That  has  not  yet  been  turned  over 
to  me. 

Mr.  Steele.  If  this  property  were  all  disposed  of  in  a  lump  sum^ 
as  suggested,  then  it  would  be  a  saving  of  $3,000,000  per  annum? 
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Mr.  Miller.  Yes,  for  our  own  division.  I  do  not  know  what  the 
finance  division  has.    Theirs  is  very  heavy,  too. 

Mr.  Steele.  That  would  add  materially  to  the  $3,000,000  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Steele.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Have  you  anything,  Mr.  Connally  1 

Mr.  Connally.  The  chairman  asked  you  a  moment  ago  about  de- 
preciation and  a  book  account  of  depreciation.  I  will  asK  you  if  that 
would  not  involve  a  ^eat  deal  of  useless  bookkeeping,  because  you 
are  only  chargeable  with  the  articles  themselves,  and  whenever  you 
sell  it  and  give  yourself  credit  for  it  it  clears  your  books,  doesn't  it? 

Mr.  Miller,  les,  sir. 

Mr.  Connally.  And  there  is  no  way  of  determining  the  real  value 
of  that  article,  except  what  you  can  get  for  it. 

Mr.  Miller.  Well,  there  are  three  things:  We  have  the  cost,  and 
the  appraisal  figure,  and  the  price,  of  course. 

Mr.  Connally.  These  foreign  fuel  stations  that  you  maintain,  have 
you  a  regular  employee  in  chaise  of  them  or  is  it  some  foreigner  that 
merely  represents  you  as  agent  ? 

Mr.  Miller.  In  one  or  two  cases  we  have  American  consuls  at  those 
points  representing  us.  In  some  few  cases  we  have  the  superintend- 
ent of  the  oil  company  representing  us. 

Mr.  Connally.  The  superintendent  ? 

Mr.  Miller.  Yes;  the  American  superintendent  for  the  American 
Oil  Co.,  and  he  would  represent  us;  and  in  other  cases  we  have  our 
own  employees. 

Mr.  Connally.  At  those  places  where  you  have  your  own  em- 
ployees do  you  have  to  rent  property  to  maintain  this  station  ? 

Mr.  Miller.  What  we  usually  do  is  to  rent  storage  space  only  in 
tanks  already  built. 

Mr.  Connally.  Now,  you  supply  those  stations  principally  from 
your  own  oil  tankers  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Connally.  And  the  resident  agent  only  buys  such  emergmcj 
stuff  as  would  be  required ;  is  that  right  ? 

Mr.  Miller.  He  would  not  buy  any  oil:  he  would  merely  sell  it, 

Mr.  Connally.  You  speak  of  the  overnead  in  your  deparlmeni;: 
does  that  include  the  salaries  of  these  1^400  employees? 

Mr.  Miller.  That  includes  everything. 

Mr.  Connally.  Since  you  went  in  on  the  1st  of  August^  what  has 
been  the  total  of  sales  in  your  department  ? 
'Mr.  Miller.  Slightly  in  excess  of  $12,000,000. 

Mr.  Connally.  Is  it  a  fair  average  of  what  you  expect  it  to  be- 
in  the  next  year? 

Mr.  Miller.  We  have  slumped  off  very  badly  since  Decembea*  1.. 
Before  that  we  had  increased  sales  over  the  previous  period.  Since 
December  1  business  conditions  are  so  poor  that  it  is  very  difficult 
to  sell  anything. 

Mr.  Connally.  How  long  do  you  estimate  it  will  reoonre,  witk 
your  |)resent  organization  and  methods,  to  dispose  of  all  tliis  surplus 
material  ? 

Mr.  Miller.  Out  methods  are  wide  open.  That  is,  if  we  find  a 
customer  for  aU  of  it  to-morrow  we  can  dispose  of  it  in  30  or  &0  dsyB. 
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Mr.  Conn  ALLY,  What  is  your  idea  about  that? 
Mr.  Miller.  I  think  we  can  find  the  customer. 
Mr.  Conn  ALLY.  Within  the  year? 
Mr.  Miller.  In  three  months. 
Mr.  CoNNALLY.  For  all  of  it? 
Mr.  Miller.  Yes,  sir. 

Mr.  CoNNALLY.  Would  that  not  be  the  proper  course  for  the 
Government  to  pursue  ? 
Mr.  Miller.  Yes,  sir. 

Mr.  Conn  ALLY.  And  cut  off  1,200  employees? 
Mr.  Miller.  Absolutely. 

The  Chairman.  There  is  a  question  I  should  have  asked  you 
before.  How  about  the  houses  built  in  the  vicinity  of  shipyardsi; 
do  they  come  under  your  supervision  ? 

Mr.  Miller.  No,  su*;  we  have  a  housing  and  transportation  division 
for  handling  their  own  housing  problems. 

The  Chairman.-  Do  you  know  how  much  that  probably  involves  ? 

Mr.  Miller.  No,  sir;  I  don't  know.  . 

The  Chairman.  It  is  considerable  ? 

Mi".  Miller.  Yes;  I  think  it  is. 

The  Chairman.  They  built  a  whole  village  at  Clyde  on  the  Pacific 


The  Chairman,  including  a  hotel? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  And  at  Vancouver? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  And  Hog  Island? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  That  has  been  sold? 

'Mr.  Miller.  I  do  not  know  whether  all  of  it  haa;  I  think  a  ma- 
jority of  it  has. 

The  Chairman.  Is  there  a  housing  project  at  Fore  River? 
Mr.  Miller.  I  could  not  tell  you.  . 

The  Chairman.  I  think  that  is  under  the  housing  corporation. 
I  think  that  is  all. 

'The  committee  will  adjourn,  subject  to  the  call  of  the  Chairman. 

(Thereupon,  at  4  o'clock  and  40  minutes,  p.  m.,  the  committee 
^xdjourned  to  meet  at  the  call  of  the  chairman.) 
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Select  Committee  of  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
New  Yorh^  January  17^  1921. 
The  committee  met  in  Exhibit  Boom  No.  6,  Hotel  Pennsylvania, 
New  York  City,  at  10.30  o'clock  a.  m.,  pursuant  to  the  call  of  the 
chairman,  Hon.  Joseph  Walsh  (chairman)  presiding. 

Present  also :  Messrs.  Foster,  Steele,  and  Connolly,  members  of  the 
committee. 

The  Chairman.  The  committee  will  please  come  to  order.  Is  Mr. 
Lafferty  here  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  You  will  please  come  forward  and  be  sworn. 

TESTIMONY  OF  ME.  JAMES  L.  LAFFEETY,  OF  THE  EEPAIE  COST 
AXTDIT  BTTEEATT,  TTNITED  STATES  SHIPPING  BOAED,  NEW 
YOEK. 

(The  witness  was  duly  sworn  by  the  chairman.)* 
The  Chairman.  What  is  your  name? 
Mr.  Lafferty.  James  L.  Lafferty. 

The  Chairman.  Do  you  hold  some  position  with  the  Emergency 
Fleet  Corporation  or  United  States  Shipping  Board? 

Mr.  Lafferty.  With  the  United  States  Shipping  Board,  Repair 
Cost  Audit  Bureau. 

The  Chairman.  How  long  have  you  been  with  the  Shipping 
Board? 

Mr.  Lafferty.  Approximately  two  years. 
The  Chairman.  When  did  you  first  come  with  them? 
Mr.  Lafferty.  If  I  recollect  aright,  it  was  February  two  years 
ago. 

The  Chairman.  February,  1919? 

Mr.  Lafferty.  I  do  not  kngw  the  exact  date,  but  it  will  be  two 
years  this  coming  February. 

The  Chairman.  How  old  are  you? 
Mr.  Lafferty.  26. 

The  Chairman.  What  is  your  salary? 
Mr.  Lafferty.  $2,400. 

The  Chairman.  What  was  your  business  before  you  came  with 
the  United  States  Shipping  Board? 

Mr.  Lafferty.  An  accountant.  I  was  assistant  office  manager  at 
the  Edison  Phonograph  Works,  West  Orange,  N.  J. 

The  Chairman.  What  is  your  jurisdiction  as  field  auditor;  just 
what  do  you  have  to  do? 
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Mr.  Lafferty.  To  check  and  certify  and  approve  for  payment  the 
commercial  basis  repair  bills. 

The  Chairman.  Do  you  have  to  go  into  the  yards? 

Mr.  Lafferty.  Well,  I  am  stationed  at  the  yard  permanently,  at 
Crane's. 

The  Chairman.  How  long  have  you  been  at  the  Crane  yards? 
Mr.  Lafferty.  Eighteen  months,  approximately. 
The  Chairman.  Do  they  do  work  on  Shipping  Board  vessels 
there? 

Mr.  Lafferty.  Yes,  sir ;  that  is  90  per  cent  of  their  work. 
The  Chairman.  By  whom  are  the  vessels  sent  there,  do  you  know  ? 
Mr.  Lafferty.  They  are  sent  there  by  the  Bureau  of  Survey,  up 
to  the  present  time. 

The  Chairman.  The  American  Bureau  of  Survey? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  What  happens  before  you  know  that  a  vessel  is 
there  and  it  comes  under  your  observation  or  jurisdiction? 

Mr.  Lafferty.  Well,  what  happens  before  that  it  would  be  hard 
for  me  to  say,  but  from  the  general  outline  of  it  I  would  say  that  a 
vessel  is  put  in  a  yard,  and  if  they  are  giveh  the  job  on  a  commercial- 
rate  basis  the  port  engineer  of  the  operating  company  oversees  the 
repairs  and  makes  out  a  requisition,  and  so  forth,  and  it  is  approved 
by  the  Bureau  of  Survey. 

The  Chairman.  The  port  engineer  of  the  operating  company? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  He  makes  out  a  requisition  for  what  he  deems  is 
necessary  in  the  way  of  repairs? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  that  requisition  is  approved  by  whom? 

Mr.  Lafferty.  The  Bureau  of  Survey. 

The  Chairman.  The  American  Bureau  of  Survey? 

Mr.  Lafferty.  Yes,  sir.  Sometimes  there  are  additions,  and  at 
other  times  there  are  some  cuts  from  the  requisitions. 

The  Chairman.  The  American  Bureau  of  Survey  acts  as  the  agent 
of  the  Shipping  Board,  does  it  ? 

Mr.  Lafferty.  In  the  same  capacity  as  an  agent ;  yes,  sir. 

The  Chairman.  Under  a  contract? 

Mr.  Lafferty.  Under  a  contract. 

The  Chairman.  Then,  what  becomes  of  the  requisition? 

Mr.  Lafferty.  A  certified  copy  is  given  to  different  parties,  but 
as  far  as  my  interest  in  it  is  concerned,  our  checking  department, 
which  is  invariably  under  my  supervision,  receives  a  copy  from  our 
New  York  office,  and  of  course  that  copy  is  turned  over  to  the  checkers 
on  board  vessels,  and  the  contractor  receives  a  copy.  Of  course,  as  to 
the  number  of  copies  that  are  made  out  by  the  Bureau  of  Survey  I 
could  not  certify  to.  But  as  far  as  we  are  concerned  the  contractor 
gets  one,  and  the  copy  that  I  get  is  the  contractor's  copy  that  is  used 
by  the  checker.  As  a  matter  of  fact,  the  way  it  has  been  going 
neither  one  of  us  gets  a  copy  until  after  the  repairs  are  practically 
finished. 

The  Chairman.  So  that  under  the  practice  which  has  prevailed 
heretofore  the  checkers  may  not  receive  a  copy  of  a  requisition  until 
after  the  work  is  done. 
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Mr.  Laffertt.  There  are  more  cases  that  way  than  there  are  the 
other  way. 

The  Chairman.  Is  it  as  easy  to  ascertain  whether  the  material 
prescribed  and  the  class  of  workmanship  called  for  has  been  actually 
furnished  and  performed  where  you  attempt  to  check  it  up  after- 
wards as  it  is  to  follow  it  along  and  check  it  as  it  is  done  ? 

Mr.  Lafterty.  Positively  not. 

The  Chairman.  Has  there  been  any  change  in  that  arrangement 
made  recently? 

Mr.  Laffertt.  In  the  way  of  betterment  in  the  Bureau  of  Survey, 
do  you  mean? 
The  Chairman.  Yes. 

Mr.  Laffertt.  Well,  up  to,  I  would  say,  December  1 — in  fact, 
from  December  1  to  this  date — we  have  had  very  little  commercial  rate 
work  at  that  yard.  It  has  shifted  more  or  less  to  Staten  Island. 
But  up  to  that  time  the  condition  was  just  as  I  explained ;  we  would 
receive  a  requisition  at  the  completion  of  the  job  or  at  least  when  it 
was  three-quarters  through. 

The  Chairman.  Now,  Mr.  Lafferty,  are  you  familiar  with  the  time 
and  material  contracts  which  they  have  been  making  for  repair  work? 

Mr.  Laffertt.  Yes,  sir. 

The  Chairman.  What  have  you  to  say  as  to  whether  they  are  to 
the  advantage  of  the  Shipping  Board  or  the  Emergency  Fleet  Cor- 
poration as  compared  with  commercial  rates  prevailing? 

Mr.  Laffertt.  Well,  I  did  not  catch  the  first  part  of  your  ques- 
tion, Mr.  Chairman.  I  think  you  asked  in  the  first  part  of  your 
question  as  to  the  commercial  rates? 

The  Chairman.  I  asked  you  if  you  were  familiar  with  the  time 
and  material  contracts  under  T^^hich  the  Shipping  Board  

Mr.  Laffertt  (interposing).  Well,  the  time  and  material  work  is 
at  the  commercial  rate. 

The  Chairman.  It  is  done  at  the  commercial  rates? 

Mr.  Laffertt.  Yes,  sir. 

The  Chairman.  So  that  if  they  send  a  vessel  to  a  repair  yard  under 
the  time  and  material  arrangement,  that  is  the  commercial  rate 
basis? 

Mr.  Laffertt.  That  is  at  the  commercial  rates;  yes,  sir. 
The  Chairman.  Are  there  any  repairs  being  made  under  cost  plus 
contracts  in  this  district? 
Mr.  Laffertt.  No,  sir. 

The  Chairman.  Have  they  got  any  particular  form  of  contract 
for  repair  work  up  here  ? 

Mr.  Laffertt.  i  es ;  there  is  the  M.  O.  3  agreement,  as  it  is  called, 
covering  vessels. 

The  Chairman.  Is  that  still  in  effect  ? 

Mr.  Laffertt.  I  believe  that  is  superseded  by  the  form  M.  O.  4, 
but  copies  have  not  been  issued  as  yet.  As  a  matter  of  fact,  I  have 
not  received  any,  and  I  do  not  know  whether  there  are  any  out 
or  not. 

The  Chairman.  What  have  you  to  say  as  to  the  prices  the  Shipping 
Board  has  been  paying  here  for  repair  work? 

Mr.  Laffertt.  Well,  with  respect  to  the  yard  I  am  stationed  at, 
while  certain  rates  are  exorbitant  in  my  estimation,  it  is  a  matter 
past  my  jurisdiction,  and  for  the  simple  reason  that  there  has  been 
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a  ruling  laid  down  by  the  New  York  office  of  the  Shipping  Board 
for  this  repair  yard,  as  well  as  for  others  in  the  port  of  New  York^ 
to  file  a  set  of  rates  on  labor,  machine  tools,  and  material  at  least 
once  a  month,  preferably  on  the  first  of  each  month. 
The  Chairman.  Do  they  do  that  ? 

Mr.  Lafferty.  They  have  adhered  to  that  right  up  to  date. 
The  Chairman.  Do  they  file  them  with  you? 

Mr.  Lafferty.  I  receive  a  copy,  and  four  or  five  copies  are  filed 
in  the  office.  I  have  to  be  governed  by  those  rates  that  are  on  file,  but 
I  also  have  to  see  that  they  are  according  to  the  commercial  practice 
on  work  other  than  for  the  Shipping  Board,  don't  you  see. 

The  Chaiiuvian.  Yes.   Go  ahead. 

Mr.  Lafferty.  I  have  to  verify  that  our  charges  are  no  higher  than 
what  they  are  charging  an  independent  operator  outside  of  the  Ship- 
ping Board. 

The  Chairman.  What  do  you  find  with  reference  to  those  charges  ? 

Mr.  Lafferty.  Candidly  1  find  our  rates  as  contrasted  with  work 
they  do  for  independent  concerns  are  better,  that  the  Shipping  Board 
gets  a  better  break.  In  other  words,  that  may  be  because  checkers  arid 
auditors  are  there  to  check  up  for  our  work,  and  they  have  a  moral 
effect  on  it,  don't  you  sea  As  a  matter  of  tact,  an  independent  op- 
erator, who  has  no  check,  is  in  a  position  where  they  can  put  in  any- 
thing whatsoever  on  a  bill,  and  whatever  percentage  they  care  to 
add  they  can  come  pretty  nearly  getting  away  with,  for  the  reason 
that  it  is  passed  upon  as  a  lump  sum  by  tne  independent  companies — 
they  look  at  the  total  repair  bill.  You  see,  they  have  no  real  check. 
I  say  candidly  that  our  prices  on  material  and  labor  and  tools  are 
less  than  they  charge  independent  operators. 

The  Chairman.  How  long  has  that  •prevailed? 

Mr.  Lafferty.  Ever  since  the  commercial  rate  system  started,  a 
year  ago  last  May. 

The  Chairman.  So  you  say  on  repair  work  done  on  Shipping 
Board  ships  in  this  locality  

Mr.  Lafferty  (interposmg).  I  am  not  speaking  of  anything  out- 
side of  the  Crane  shipyard. 

The  Chairman.  In  the  Crane  yard,  then? 

Mr.  Lafferty.  Yes;  and  that  is  90  per  cent  of  their  work.  The 
Shipping  Board  work  is  90  per  cent  or  the  total  work  of  the  Crane 
yard.  They  had  a  very  small  percentage  of  outside  work,  so  that 
you  can  not  get  a  good  line  on  that  end  of  it. 

The  Chairman.  You  say  so  far  as  the  Crane  yard  is  concerned 
what? 

Mr.  Lafferty.  In  no  instance  is  it  higher  to  us,  and  usually  lower 
than  they  charge  an  independent  man. 

The  Chairman.  Have  you  come  across  any  instance  of  the  pad- 
ding of  pay  rolls  over  at  that  yard? 

Mr.  Lafferty.  Occasionally.  I  should  say  that  in  the  course  of 
18  months  I  have  caught  two  cases.  I  have  a  copy  of  one  of  them 
here,  if  you  would  like  to  look  at  it.  It  is  the  case  of  the  steamer 
Gray  Cloud. 

The  Chairman.  What  is  there  about  it? 

Mr.  Lafferty.  She  was  put  in  dry  dock  on  a  Saturday  on  author- 
ity of  the  Construction  and  Repair  Division  in  New  York  that  there 
were  some  sea  valves  to  be  removed,  cleaned,  and  so  forth.  The  dock 
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was  being  used  up  until  Saturday  night.  That  necessitated  working 
overtime  on  Sunday;  to  work  the  necessary  overtime  and  dock  her 
on  Sunday.  In  docking  the  vessel  she  became  stuck  in  the  mud  at 
the  head  of  the  dock,  due  to  low  water.  That  brought  up  the  ques- 
tion of  about  30  or  40  riggers  standing  by  for  about  5  hours  apiece, 
which,  at  the  double  rate,  would  be  10  hours  apiece.  Besides  that, 
when  the  vessel  was  docked  the  sea  valves  were  cleaned  aboard  and 
never  removed.  This,  as  I  say,  happened  on  Sunday.  On  Saturday 
our  chief  checker,  as  was  his  regular  custom,  asked  the  Crane  con- 
cern if  they  would  have  any  overtime  work  the  next  day,  Sunday, 
and  he  was  advised  that  there  was  nothing  doing  and  there  was  no 
need  for  him  to  have  any  checkers  in  the  yard  on  Sunday.  On 
Monday  morning  he  was  presented  with  three  daily  charge  sheets, 
covering  labor  on  board,  labor,  and  tools  in  the  shop,  and  materials 
for  repairs  on  this  Gray  Cloudy  at  the  overtime  rate  on  Sunday.  All 
that  was  after  he  had  been  advised  on  the  Saturday  before  that  there 
would  be  no  work  on  Sunday. 
The  Chairiman.  Was  it  paid? 

Mr.  Lafferty.  No,  sir;  it  was  cut.  But  upon  investigation  they 
tried  to  convince  us  that  the  sea  valves  were  removed  and  taken  to  the 
shop  and  repaired;  but  we  got  an  affidavit,  a  copy  of  which  is  at- 
tached to  these  papers,  from  the  engineer  aboard  the  vessel,  stating 
that  the  sea  valves  were  never  removed;  and  we  cut  the  charge, 
amounting  to  $160.    I  say  that  is  one  case. 

The  Chairman.  Did  you  find  any  indications  there  of  work  being 
slighted? 

Mr.  Lafferty.  Well,  we  are  continually  cutting  and  disallowing 
charges  for  loafing  and  idle  time  and  all  that  sort  of  thing.  But 
that  IS  a  condition  you  will  find  in  any  other  repair  yard. 

The  Chairman.  How  many  people  do  you  have  over  there  Thatch- 
ing work  on  ships  ? 

Mr.  Lafferty.  We  have,  as  a  rule,  a  time  and  a  material  checker 
on  each  vessel. 

The  Chairman.  Does  that  mean  one  man? 

Mr.  Lafferty.  One  man  picking  up  time,  and  one  man  picking  up 
material ;  two  men  on  each  vessel.  They  work  in  conjunction  with 
each  other.  There  is  always  one  man  aboard  the  vessel  if  for  any 
reason  the  other  man  has  to  leave. 

The  Chairman.  How  many  vessels  do  they  have  there  being  re- 
paired at  a  time? 

Mr.  Lafferty.  The  largest  number  I  have  ever  seen  on  the  com- 
mercial rate  basis  was  15  vessels. 

The  Chairman.  On  any  basis  ? 

Mr.  Lafferty.  Well,  15.    They  could  not  well  handle  any  more. 

The  Chairman.  Work  going  on  on  15  at  the  same  time  ? 

Mr.  Lafferty.  12  or  15.  That  would  mean  those  tied  up  around 
the  yard  and  in  and  outside  of  the  yard,  and  on  the  docks. 

The  Chairman.  Have  you  come  across  any  cases  where  common' 
labor  has  been  utilized  and  charged  for  at  skilled  labor  rates  ? 

Mr.  Lafferty.  Why,  no,  I  have  not,  with  the  exception  of  charge 
ing  helpers,  which  I  would  not  say  was  common  labor ;  they  charge 
them  at  mechanics'  rates.  They  do  not  charge  them  at  helpers' 
rates.   That  is,  on  all  grades  except  machinists  and  blacksmiths. 
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The  Chairman.  Do  you  know  whether  the  Crane  Co.  has  a  sub- 
sidiary corporation  to  which  it  sublets  some  of  its  work,  scaling  or 
anything  of  that  sort  ?  ^ 

Mr.  Lafferty.  I  say  positively  they  have  no  connection  with  any 
other  concern.    I  have  known  that  from  investigating  it. 

The  Chairman.  Do  you  know  of  any  instance  of  any  attempts  to 
corrupt  Shipping  Board  officials  ? 

Mr.  Lafferty.  I  do  not. 

The  Chairman.  Do  you  know  of  any  instance  of  fees  or  bribes 
having  been  given  ? 

Mr.  Lafferty.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  of  any  instance  of  any  checkers  or 
timekeepers  being  threatened  or  bulldozed  or  attacked  ? 
Mr.  Lafferty.  We  have  had  plenty  of  that. 
The  Chairman.  You  have? 
Mr.  Lafferty.  Yes. 

The  Chairman.  Just  what  has  that  been? 

Mr.  Lafferty.  Well,  as  I  have  said,  I  have  been  there  18  months. 
I  was  at  the  Bobbins  yard  the  first  six  months,  and  then  was  trans- 
ferred to  the  Crane  yard,  about  the  month  of  May  a  year  and  a  half 
ago.  The  following  July,  which  was  two  months  later,  we  had  the 
case  of  a  man  by  the  name  of  Kelly,  who  was  aboard  his  vessel,  I 
should  say  about  1.05  p.  m.,  right  after  noon,  and  there  were  a  cer- 
tain number  of  caulkers  aboard  working,  and  he  got  hold  of  the 
caulker  foreman  and  asked  him  to  line  up  his  men,  so  that  he  might 
count  them,  because  there  was  a  difference  between  the  number 
working  in  the  afternoon  as  compared  with  what  had  been  on  board 
in  the  morning.  The  caulker  foreman  did  not  use  very  choice  lan- 
ofuage  in  answering  his  request,  and  told  him,  in  other  words,  that 
that  was  what  he  was  there  for,  and,  if  I  may  use  his  exact  words, 
he  told  him  to  go  to  hell.  At  any  rate,  one  word  led  to  another,  and 
the  two  men  were  standing  aboard  the  vessel  arguing,  and  a  caulker 
came  up  in  the  back  of  our  man  Kelly,  our  checker,  and  hit  him  from 
behind  with  a  caulker,  knocking  his  eye  out. 

The  Chairman.  Knocking  his  eye  out? 

Mr.  Lafferty.  Yes,  sir.  As  a  matter  of  fact,  that  man  has  spent 
$1,500  on  specialists,  and  while  he  was  able  to  have  that  eye  put  back 
into  his  head,  eventually  he  will  have  to  have  the  eye  taken  out; 
and  he  was  laid  up  in  a  hospital  for  about  six  months.  That  is  the 
first  case  that  I  know  of. 

The  Chairman.  Did  you  hear  the  altercation  ? 

Mr.  Lafferty.  No  ;  but  I  made  up  a  report.  I  got  on  board  about 
10  minutes  afterwards,  and  we  tried  to  get  this  man,  but  he  dove 
overboard  and  swam  across  to  Red  Hook,  but  we  got  detectives  on 
the  job  and  they  picked  him  up  in  about  two  hours. 

The  Chairman.  When  was  that  ? 

Mr.  Lafferty.  A  year  ago  last  July.  That  may  not  be  the  exact 
time,  and  it  might  have  been  August  or  it  might  have  been  June. 
That  man  was  brought  to  trial  and  sentenced  to  a  year  and  a  day. 
That  is  as  far  as  I  know  about  that  case. 

The  Chairman.  Do  you  know  of  any  other  instance  such  as  that 
happening  over  there? 

Mr.  Lafferty.  Yes.  We  had  another  case.  Of  course,  I  would 
not  say  it  was  an  assault;  that  is  in  doubt.   We  had  a  checker  by 
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the  name  of  William  Hartland,  who  was  covering  the  repairs  being 
made  on  a  vessel  lying  abreast  of  another  vessel ;  that  is,  the  second 
one  from  the  dock.  In  order  to  reach  his  vessel  he  had  to  cross  this 
other  one.  We  found  him  dead  down  in  the  hatchway  at  half  past 
twelve  one  noon  hour.  We  investigated  that  case  but  could  not  turn 
up  very  much.  The  ship  had  been  fumigated,  the  hatchways,  and 
from  what  we  found  out  they  claimed  he  was  down  in  there  trying 
to  get  some  chicken  feed  for  his  chickens.  They  had  been  carrying 
some  sort  of  grain  feed,  don't  you  know,  and  they  said  that  in  trying 
to  get  this  stuff  in  the  hatcli  he  was  overcome  by  the  fumes.  But 
that  is  the  case,  as  I  say,  where  we  never  could  prove  that  there  was 
any  attack  made  upon  him. 

The  Chairman.  Do  you  know  of  any  such  case  that  you  have  been 
able  to  prove  ? 

Mr.  Lafferty.  Yes;  we  had  another  case,  and  the  last  one  that  I 
know  of. 

The  Chairman.  Who  was  it  made  on  ? 

Mr.  Lafferty.  John  J.  Pigot,  who  was  a  checker,  and,  as  a  matter 
of  fact,  one  of  the  best  checkers  we  have  had  down  there — a  man  who 
was  very  efficient. 

The  Chairman.  What  happened  to  him  ? 

Mr.  Lafferty.  He  had  an  altercation  with  the  office  manager  of 
Crane's.  He  went  upstairs  to  settle  a  dispute  between  the  claim  made 
by  Crane  on  daily  records  as  to  time  charged,  and  the  time  as  picked 
up  by  him  and  shown  on  his  report.  I  believe  he  was  in  the  office  of 
Crane's  with  his  superior,  Mr.  McNab,  the  chief  checker.  Words 
were  exchanged  during  the  argument  over  this  time,  and  the  office 
manager  for  the  Crane  concern  accused  our  man  of  not  being  on 
the  job  and  also  of  telling  an  untruth.  Our  man  retaliated  and  told 
him  he  did  not  know  what  he  was  talking  about.  One  word  led  to  an- 
other, and  this  office  manager  of  Crane's  grabbed  hold  of  our  man 
and  started  to  use  him  kind  of  rough,  and  in  doing  so  Mr.  Pigot 
grabbed  hold  of  the  desk  to  hold  himself,  and  in  some  way  wrenched 
his  arm.  I  made  a  report  on  that.  I  was  not  in  the  particular 
office  ^  the  time,  although  the  chief  checker  was.  The  chief  checker 
was  tKe  superior  officer  

The  Chairman  (interposing).  It  was  an  altercation  arising  out 
of  some  dispute  over  a  difference  in  time  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  words  were  exchanged  ? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  finally  hostilities  were  provoked  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  Mr.  Pigot  got  hurt? 

Mr.  Lafferty.  That  is  it. 

The  Chairman.  How  long  ago  was  that? 

Mr.  Lafferty.  I  believe  I  have  the  date  here.    [After  looking  at 
some  papers.]   It  was  June  29. 
The  Chairman.  Of  last  year? 
Mr.  Lafferty.  1920. 

The  Chairman.  Is  there  any  other  instance  that  you  know  of  such  a 
thing  happening? 

Mr.  Lafferty.  That  would  cover,  I  should  say*  anything  happen- 
ing along  that  line. 
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The  Chairman.  Do  you  find  any  lack  of  cooperation  between  the 
head  officials  of  these  repair  yards  and  the  Shipping  Board  repre- 
sentatives in  the  matter  of  getting  work  done  according  to  specifica- 
tions ?  Is  there  any  lack  of  cooperation  there  ? 

Mr.  Lafferty.  Well,  from  what  I  can  see  they  cooperate  all  right, 
but  they  are  very  slow,  that  is,  the  Bureau  of  Survey  that  is  handling^ 
the  work  for  this  end,  is  very  slow  in  confirming  anything  in  writ- 
ing. The  cooperation  is  there,  but  it  is  verbal.  It  is  more  or  less  of 
handicap  both  to  the  contractor  and  to  the  auditing  force. 

The  (Jhairman.  It  is  a  handicap  to  the  auditing  force  ? 

ilr.  Lafeerty.  It  is  a  handicap  to  every  one  concerned. 

The  Chairman.  It  is  also  a  handicap  to  the  repair  yard,  isn't  it  ? 

Mr.  Lafferty.  Very  much  so. 

The  Chairman.  And  they  contend  that  if  additional  work  is  re- 
quired, or  some  change  in  material  or  work  already  ordered  is  neces- 
sary, that  it  ought  to  be  confirmed  in  writing  ? 

Mr.  Lafferty.  Positively. 

The  Chairman.  And  the  Bureau  of  Survey,  you  say,  is  slow  in 
getting  that  written  confirmation? 

Mr.  Lafferty.  They  may  be  a  little  better,  as  I  have  said,  since 
December,  but  we  have  had  only  a  few  jobs  since  then.  But  up  to- 
December  1  they  were  very  lax. 

The  Chairman.  Do  you  know  of  work  having  Wfeen  done  and 
finished  and  the  vessel  has  sailed  in  some  cases  before  the  written 
authority  has  come  through  ? 

Mr.  Lafferty.  That  I  can  say  is  true  in  90  per  cent  of  the  cases  ; 
that  in  90  per  cent  of  the  cases  the  Bureau  of  Survey  would  not 
furnish  requisitions  until  after  the  job  was  finished  and  the  vessel 
had  sailed. 

The  Chairman.  How  does  that  affect  the  work? 

Mr.  Lafferty.  The  way  it  works  out  is  that  a  work  order  of  that 
kind  means,  at  the  present  time,  that  we  have  double  work,  for  the 
simple  reason  that  we  receive  daily  records  from  the  contractor. 
He  may  itemize  the  work  ordered  under  the  head  of  30  items,  and 
type  it  up  and  give  in  copies  to  sign  for  the  different  items,  and  he 
will  lay  them  out  to  suit  himself,  the  way  he  thinks  is  right.  He 
may  have  30  items,  and  we  will  work  it  up  according  to  that,  and 
copy  our'records,  and  combine  our  records,  and  make  our  records  ac- 
cording to  the  way  he  has  made  up  that  work  order.  Then  the 
Bureau  of  Survey  may  come  along  with  a  requisition,  after  the  vessel 
has  sailed  and  the  job  has  been  completed,  and  they  may  have  only 
15  items,  or  it  may  make  40  items,  and  the  order  is  changed  all 
around.  This  necessitates  double  work  on  our  part  to  change  our 
records,  and  it  is  the  same  with  the  contractor. 

The  Chairman.  In  a  case  where  a  vessel  has  sailed  before  you  re- 
ceive the  requisition  sheets,  do  you  make  any  check  on  the  work 
done  there  ? 

Mr.  Lafferty.  Positively.  We  check  right  along  from  the  day 
that  a  vessel  comes  in  in  order  to  safeguard  ourselves,  and  we  put  on 
a  man  to  pick  up  time  and  material  until  such  time  as  we  know 
whether  it  is  a  contract  or  a  lump-sum  or  a  commercial-rate  job.  In 
other  words,  we  are  really  covering  more  work  than  we  should  in 
order  to  safeguard  ourselves. 
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The  Chairman.  Has  there  been  any  change  in  that  practice  re- 
cently ? 

Mr.  Lafferty.  Do  you  mean  to  ask,  has  the  Bureau  of  Survey  made 
any  change,  is  that  your  idea? 
The  Chairman.  Yes. 

Mr.  Lafferty.  No;  I  would  not  say  that;  but  up  to  December  1 
the  practice  was  what  it  had  been  for  the  past  six  months. 
The  Chairman.  Up  to  December  1  ? 

Mr.  Lafferty.  Yes,  sir.  Since  December  1  I  have  not  handled 
enough  work  there  to  be  able  to  tell,  but  I  doubt  whether  it  is  any 
better  right  now.  In  some  cases  you  get  requisitions  four  or  five 
days  after  the  job  starts,  and  then  you  may  get  a  supplemental  state- 
ment two  or  three  days  before  it  is  finished.  In  numerous  cases  you 
are  working  in  the  plant  and  do  not  know  anything  until  about  two 
or  three  days  before  the  work  is  finished,  or  even  after  the  ship  has 
sailed.    Occasionally  you  get  one  ahead  of  that  time. 

The  Chairman.  You  have  no  authority,  nor  do  any  of  the  men  in 
your  department,  to  order  additional  work  to  be  done? 

Mr.  Lafferty.  Positively  not.  , 

The  Chairman.  Nor  to  order  certain  work  to  be  discontinued? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  Nor  do  you  have  any  authority  to  say  that  too 
many  men  are  being  used  on  a  particular  job  and  that  they  must  be 
dismissed  from  the  joU? 

Mr.  Lafferty.  It  sometimes  seems  to  us  that  they  need  more  men 
on  a  particular  job,  and  that  they  must  take  on  more;  but  the  only 
way  we  can  get  around  their  having  too  many  men  on  a  job  is  to 
say  that  they  are  not  working  and  to  cut  them  under  the  caption  of 
idle  time  and  loafing. 

The  Chairman.  You  do  not  have  any  authority  to  go  to  the  re- 
pair yard  boss  and  say :  "  You  have  got  too  many  men  on  this  job 
and  you  must  drop  some  off  "  ? 

Mr.  Lafferty.  No,  sir.  He  would  say :  "  You  do  not  know  what 
you  are  talking  about.    You  are  an  auditor  and  not  an  engineer.'' 

The  CilAiRMAN.  So  you  have  no  authority  to  order  them  dismissed? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  To  whom  do  you  report  ? 

Mr.  Lafferty.  Mr.  Morris  McLaughlin. 

The  Chairman.  Who  is  he? 

Mr.  Lafferty.  The  chief  auditor  of  repairs. 

The  Chairman.  Where? 

Mr.  Lafferty.  At  No.  45  Broadway. 

The  Chairman.  Is  he  a  Bureau  of  Survey  man,  or  a  Shipping 
Board  man  ? 

Mr.  Lafferty.  A  Shipping  Board  man. 

The  Chairman.  He  is  a  Shipping  Board  man? 

Mr.  Lafferty.  Yes ;  he  is  my  direct  superior. 

The  Chairman.  I  see.  So  that  if  a  vessel  has  sailed  before  you 
receive  a  requisition  for  the  repair  work,  then  all  you  can  do  is  to 
compare  the  check  that  you  made,  if  you  made  one,  while  the  work 
was  going  on,  with  the  requisition  and  with  the  contractor's  time 
sheets. 

Mr.  Lafferty.  That  is  it. 
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The  Chairman.  Well,  now,  do  you  have  many  instances  of  that 
kind? 

Mr.  Lafferty.  Well,  as  I  said  before,  that  covers  the  biggest  part 
of  our  work;  that  practically  is  the  practice  on  every  repair  job  that 
we  have  had  in  the  last  six  months  or  more. 

The  Chairman.  Do  you  recall  the  repairs  on  the  U.  S.  S.  Guarof 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  long  was  that  vessel  in  dry  dock? 

Mr.  Lafferty.  It  was  only,  on  dry  dock  for  a  few  days,  but  she 
laid  at  the  Crane  yard  for  a  period  of  about  two  months. 

The  Chairman.  Two  months? 

Mr.  Lafferty.  Two  months  or  more ;  yes,  sir. 

The  Chairman.  How  extensive  were  the  repairs  to  that  ship  ? 

Mr.  Lafferty.  I  should  say — I  have  not  received  a  bill  yet,  but,  off- 
handed, I  should  say  $20,000  or  more. 

Mr.  Chairman.  Were  those  repairs  of  such  character  as  to  neces- 
sitate her  lying  at  the  dock  for  two  months  ? 

Mr.  Lafferty.  No.  I  can  explain  that  as  far  as  I  see  it :  The  vessel 
went  on  the  dock  for  repairs,  and  in  the  course  of  the  repairs  an  order 
was  issued  from  Washington  to  the  Bureau  of  Survey  or  to  the  oper- 
ator, and  he  in  turn  got  in  touch  with  the  Bureau  of  Survey,  and  by 
telephone  Crane  was  ordered  to  knock  off  on  a  certain  day  at  2  p.  m. 
Now,  up  to  the  present  time  while  I  have  corresponded  back  and  lorth 
on  it  I  never  could  get  the  reason  why  they  were  knocked  off.  Prob- 
ably it  does  not  concern  me  inasmuch  as  I  nave  covered  it  by  different 
reports  to  my  superior.  He  may  have  data  on  why  they  were 
knocked  off. 

The  Chairman.  Did  they  settle  in  connection  with  her  ? 

Mr.  Lafferty.  They  received  an  order  some  two  days  later  to  finish 
up  the  necessary  work.  That  is,  to  plug  up  her  bottom  with  wooden 
rivets  in  order  to  float  her,  and  so  forth ;  and  then  she  was  put  on  the 
dock  again  and  those  wooden  plugs  taken  out  and  the  rivets  calked 
up.  She  was  taken  on  the  dock  then,  and  that  was  two  or  three 
days  after  the  original  order  was  stopped,  and  she  was  tied  up  at 
Crane's.  I  sent  in  two  reports  on  her  to  our  office,  and  I  believe  they 
in  turn  got  in  touch  with  the  higher  officials,  and  she  was  eventually 
moved  from  the  yard  to  some  point  on  Staten  Island. 

The  Chairman.  Were  the  repairs  completed? 

Mr.  Lafferty.  They  were  not  completed,  no. 

The  Chairman.  Is  she  still  there? 

Mr.  Lafferty.  She  is  at  Staten  Island ;  or,  of  course  she  may  have 
left  there  by  this  time,  but  she  left  our  yard  to  go  to  Staten  Island. 
The  Chairman.  How  long  ago  was  that? 

Mr.  Lafferty.  The  date  was  December  10,  to  a  yard  on  Staten 
Island. 

The  Chairman.  Have  you  ever  received  a  requisition  covering  the 
repair  work? 

Mr.  Lafferty.  Originally  I  had  a  requisition  covering  a  portion 
of  the  repairs,  but  up  to  the  time  of  stopping  the  requisition  I  had 
covered  only  about  one-half  of  the  repairs.  After  that  date,  and  after 
getting  in  touch  with  the  New  York  office  in  regard  to  same,  a  requisi- 
tion came  through  supplemental  to  the  original,  covering  the  biggest 
part  of  the  repairs. 

The  Chairman.  Well,  has  it  been  checked  up  ? 
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Mr.  Laeferty.  It  .has  .heen  checked  up,  yes,  and  the  requisition 
covers,  as  far  as  that  goes,  all  repjiirs  that  were  actually  performed 
by  the  Crane's.  But  there  was  a  question  there  of  the  reaocking  of 
the  ship,  and  as  I  explained  before,  I  never  really  got  anv  good  reason 
why  the  work  was  stopped.    Of  course,  that  could  possioly  be  

The  Chairman  (interposing).  Who  operates  that  boat ? 

Mr^  Lafferty.  Harris,  Magill  &  Co. 

The  Chairman.  Are  they  still  operating  her  as  far  as  you  kn6w  ? 

Mr.  Lafferty.  Off-handed  and  unofficially  from  what  I  found  out, 
the  reason  the  work  was  stopped  was:  Harris,  Magill  &  Co.  were 
operating  her,  and  the  Shipping  Board  was  to  effect  a  sale  of  this 
vessel  to  some  other  operator,  with  the  provision  that  they  should 
make  certain  repairs,  and  they  did  not  think  at  the  time  of  negotiat- 
ing to  the  seller  that  the  repairs  would  be  so  extensive,  or  something 
of  that  sort,  and  they  stopped  it. 

The  Chairman.   Did  that  deal  go  through  ? 

Mr.  Lafferty.  That  is  only  what  I  have  gotten  from  hearsay. 

The  Chairman.  Do  you  known  that  the  deal  went  through  ? 

Mr.  Lafferty.  I  could  not  say.  I  could  not  say  whether  Harris, 
Magill  &  Co.  are  operating  the  boat  or  this  other  operator,  or  any- 
thing of  that  sort. 

The  Chairman.  You  have  not  been  asked  to  make  any  other  check 
on  repairs  or  make  any  other  report  on  the  matter,  have  you? 

Mr.  Lafferty.  No,  sir.  But  to  safeguard  myself  I  have  had  the 
repair  charges  checked  and  re-checked  by  my  men. 

The  Chairman.  Now,  do  you  have  access  to  the  bills  for  mate- 
rial and  pay  rolls  for  labor  in  the  Crane  yard? 

Mr.  Lafferty.  Yes;  to  a  certain  extent., 

The  Chairman.  What  do  you  mean  by  "  to  a  certain  extent  ?  " 

Mr.  Lafferty.  We  had  access  to  all  material  bills,  and  for  the 
simple  reason  that  there  is  a  material  list  of  prices  filed  with  the 
New  York  office,  but  it  is  very  vague.  In  other  words,  instead  of 
itemizing  the  bolts  and  different  commodities,  they  say  50  per  cent 
on  list  on  bolts,  or  25  per  cent  on  cost,  as  it  may  be,  for  the  different 
items.  In  order  to  verify  them  they  have  to  show  the  bills,  but 
w^here  they  have  an  item  of  material  on- their  list,  if  they  give  us 
angle  irons  at  so  much  per  pound,  I  have  to  be  guided  by  that 
list,  and  they  can  refuse  to  show  me  the  bill.  As  a  matter  of  fact, 
answering  the  thing  as  a  whole,  while  we  have  access  to  labor  and 
pay  roll  and  invoices  on  materials  under  the  commercial  rate  agree- 
ment, we  do  not  have  the  same  access  that  we  do  under  the  cost- 
plus  agreement. 

The  Chairman.  You  do  not? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  Have  you  tried  to  get  access  ? 

Mr.  Lafferty.  I  have  tried;  yes.  There  are  certain  items  as  to 
which  you  will  meet  with  a  refusal.  They  will  contend  that  that 
is  covered  by  the  rate  exhibited  in  the  New  York  office,  and  that 
governs  me.  And,  in  a  way,  they  are  right.  It  is  on  file,  you  know, 
and  accepted  by  the  Shipping  'Board. 

The  Chairman.  What  have  you  to  say  as  to  the  competition  here 
between  the  various  repair  yards  and  dry  docks  ? 

Mr.  Lafferty.  Well,  of  course,  as  I  say,  I  am  only  in  one  yard; 
but  from  a  layman's  view  I  would  say  that  competition  in  that  regard 
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is  more  or  less  a  joke,  because  this  so-called  dry-dock  associati^^^^onis 
nothing  more  than  a  getting  together  in  an  organization  "vvhei  le  ill 
these  things  are  gone  over.  P^^^ 

The  Chairman.  What  do  you  say  as  to  the  rates  that  are 
the  various  shipyards  ? 

Mr.  Lafferty.  The  same  thing  applies  there.  I  do  not  believe  %t 
the  rates  will  fluctuate  much  in  the  different  yards.  Of  course,  I  do  . 
not  like  to  speak  outside  of  my  own  yard,  because  I  am  not  really  in 
charge  of  any  other,  but  from  information  and  getting  in  touch  with 
the  different  field  auditors  on  different  questions,  I  have  found  that 
while  we  may  be  a  few  cents  higher  on  this,  we  will  be  a  few  cents 
lower  on  that,  in  comparison  with  the  other  yards.  But  in  reality  they 
are  all  practically  the  same,  and  made  up,  in  my  estimation,  by  the 
dry-dock  association. 

The  Chairman.  What  is  done  with  the  junk  taken  out  of  these 
vessels,  or  impaired  machinery  and  materials  ? 

Mr.  Lafferty.  We  have  not  had  much  trouble  with  that.  We 
have  had  that  removed  as  soon  as  possible.  We  have  had  that  re- 
moved to  Kent  Avenue  storehouse  as  soon  as  possible. 

The  Chairman.  Kent  Avenue,  Brooklyn? 

Mr.  Lafferty.  Yes,  sir.  As  a  matter  of  fact,  there  are  not  more 
than  three  or  four  pieces  lying  in  our  yard  at  the  present  time,  and 
they  have  been  covered  by  reports. 

The  Chairman.  Sometimes  repairs  are  made  in  which  the  yard 
gets  the  junk? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  is  that  done  ? 

Mr.  Lafferty.  On  contract  jobs  occasionally — and  I  do  not  know 
whether  that  practice  is  in  vogue  yet,  but  it  was — whereas  the  requisi- 
tion specified  that  the  contractor  should  take  possession  of  the  junk. 
Of  course,  on  a  contract  job  we  practically  have  no  check  or  author- 
ity and  can  not  make  much  headway. 

The  Chairman.  As  I  understand  you,  one  of  the  difficulties,  or  per- 
haps handicaps,  that  the  checkers  or  field  auditors  are  working  under 
at  the  present,  is  that  even  after  requisitions  have  been  furnished 
for  work  and  material  and  labor  to  be  furnished  and  performed, 
verbal  changes  are  authorized  by  the  bureau  of  survey,  and  you  are 
not  advised  as  to  them  sometimes  until  long  after  the  work  is  done. 

Mr.  Lafferty.  Yes. 

The  Chairman.  Well  now,  can  you  keep  track  of  a  piece  of  repair 
work  anyways  accurately  where  that  practice  is  followed? 

Mr.  Lafferty.  I  would  say  that  practically  it  is.  making  us  do 
double  work.  In  other  words,  I  can  point  to  a  few  cases  that  we 
have  been  up  against.  We  would  expect  records  daily  on  a  repair 
job,  and  have  checkers  on  her  checking  daily  and  putting  in  their 
reports,  and  we  would  check  them  against  the  contractor's  daily- 
charge  sheets,  that  he  submits  day  by  day,  and  we  would  work 
those  reports  up,  and  have  them  in  line,  and  then  the  requisition 
would  come  along  from  the  bureau  of  survey,  after  letting  the  job 
run  along  for  a  certain  time,  on  a  time-and-material  basis,  as  we  had 
been  advised  to  do  by  the  bureau  of  survey,  that  requistion  would 
come  along,  approved  by  the  bureau  of  survey,  probably  making  it 
a  contract  job.  Or  vice  versa. 

The  Chairman.  A  contract  or  a  lump-sum  job? 
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Mr.  Laffbrty.  Yes,  sir ;  or  vice  versa.  It  works  both  ways.  Then 
there  are  cases  where  they  will  start  off  a  job,  supposedly  to  be  a 
lump-sum  job,  and  the  contractor  will  not  let  us  cover  that  with 
time-and-material  checkers,  and  then  when  the  job  is  turned  into  a 
commercial-rate  job  we  hove  no  records  on  it. 

The  Chairman.  You  say  there  have  been  instances  where  repair 
work  has  been  awarded  on  a  lump-sum  basis  ? 

Mr.  Lapferty.  Yes,  sir;  some  of  it  is  on  a  lump-sum  basis..  Of 
-course,  the  lump  sum  is  always  supplemental. 

The  Chairman.  And  when  that  is  done  you  do  not  have  access  to 
the  records  of  the  repair  yard? 

Mr.  Laffebty.  Every  yard  in  the  port  of  New  York  absolutely 
refuses  to  let  you  check  time  and  material  on  lump-sum  work. 

The  Chairman.  Then  after  that  work  is  completed  sometimes  it 
is  changed  to  the  commercial-rate  basis? 

Mr.  Lafferty.  Yes,  sir;  and  we  have  no  check  and  have  to  prac- 
tically verify  and  accept  their  own  figures. 

The  Chairman.  How  many  men  are  there  in  Mr.  McLaughlin's 
department  up  here,  if  you  Imow? 

Mr.  Lafferty.  Let  me  see — 125  or  150. 

The  Chairman.  Did  you  say  125  or  150? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  many  repair  yards  are  there  in  New  York 
in  which  Shipping  Board  ships  are  being  repaired? 
Mr.  Lafferty.  I  could  not  say. 

The  Chairman.  Do  you  come  across  any  instances  of  where  ma- 
terial has  been  taken  out  of  one  Shipping  Board  ship  by  one  repair 
yard  man,  and  put  into  another  one  and  charged  for? 

Mr.  Lafferty.  No;  I  have  i^ot  found  that  condition. 

The  Chairman.  That  has  not  prevailed  in  the  Crane  yard? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  How  many  ships  are  over  there  now  being  re- 
paired? 

Mr.  Lafferty.  Why,  very  few. 

The  Chairman.  What  would  you  say  constituted  a  few,  two? 

Mr.  Lafferty.  I  would  say  six,  and  of  the  six  four  are  probably 
contract  jobs,  and  two  or  three,  at  the  most,  on  a  commercial  rate. 

The  Chairman.  What  do  you  mean  when  you  say  four  are  prob- 
ably on  a  contract  Job,  lump  sum? 

Mr.  Laffebty.  No,  sir;  the  lump  sum  is  an  agreed  price  supple- 
mental to  the  original  contract.  They  make  out  a  contract  at  a 
certain  figure,  and  then  in  opening  up  the  work  some  unforseen 
work  will  turn  up,  don't  you  see,  which  at  the  time  the  contract  was 
made  they  could  not  see. 

The  Chairman.  Well? 

Mr.  Lafferty.  They  would  have  to  cover  that,  and  the  way  they 
work  it  is  by  taking  a  lump-sum  figure.  The  lump  sum,  you  see,  is 
always  supplemental  to  a  contract.  As  I  say,  there  are  about  four 
contract  jobs  or  lump-sum  and  contract  jobs  running  at  the  present 
time,  and  probably  three  commercial-rate  jobs. 

The  Chairman.  Three  commercial-rate  jobs  ? 

Mr.  Lafferty.  Yes,  sir. 
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The  Chairman.  And  you  have  two  men  on  each  of  those  six  or 
seven  steamers  over  there  ? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Do  they  stay  there  all  the  time? 

Mr.  Lafferty.  All  the  time  that  the  repairs  are  going  on ;  yes,  sir. 
Night  and  day,  if  there  is  any  night  work,  although  that  has  been 
eliminated  to  a  big  extent. 

The  Chairman.  Does  the  bureau  of  survey  have  any  men  there,  too  ? 

Mr.  Lafferty.  They  have  got  their  inspectors;  that  is,  men  that 
work  in  conjunction  with  the  port  engineers  of  the  operating  com- 
pany, supervising  the  repairs  as  they  go  along.  The  port  engineer  is 
the  real  man  to  see  that  the  repairs  are  executed  according  to  the 
requisition.  Of  course,  that  is  a  big  part  of  our  work  also,  but  from 
an  engineering  standpoint  he  is  the  real  engineer  to  follow  it  up. 

The  Chairman.  Well,  now,  what  course  is  followed  with  reference 
to  ships  that  come  to  the  Crane  y^rd,  as  far  as  you  know  ?  Say,  a  ship 
comes  in  hefe  needing  repairs,  and  the  port  engineer  takes  it  up  with 
somebody  aboard  the  vessel,  and  they  make  out  a  requisition  for  the 
repairs,  then  are  bids  called  for  on  that  basis  or  is  she  assigned  to  a 
certain  yard  for  repairs? 

Mr.  Lafferty.  For  time  and  material  she  is  assigned. 

The  Chairman.  Assume  that  the  work  is  to  be  done  on  a  time-and- 
material  basis,  then  a  vessel  is  assigned  to  the  Crane  yard? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  at  some  time  or  other  you  get  a  copy  of  the 
requisition  ? 

Mr.  Lafferty.  Made  out  by  the  port  engineer  and  approved  by  the 
bureau  of  survey ;  yes. 

The  Chairman.  Made  out  by  the  port  engineer  and  approved  by 
the  bureau  of  survey,  do  you  say?  k 

Mr.  Lafferty.  Y  es. 

The  Chairman.  You  then  assign  two  of  your  men  to  go  down  to 
that  vessel  ? 

Mr.  Lafferty.  As  soon  as  the  repairs  are  started. 
The  Chairman.  As  soon  as  the  repairs  are  started  you  assign  two 
men? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  they  stay  there  and  check  up  the  material 
that  comes  on  board  ? 

Mr.  Lafferty.  The  material,  labor,  and  tools. 
The  Chairman.  And  tools  ? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Also  the  number  of  men  employed? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  they  do  that  until  the  work  is  completed  ? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Now,  then,  assume  that  while  that  work  is  in  prog- 
ress some  additional  work  is  ordered,  verbally,  I  will  say,  or  author- 
ized by  the  bureau  of  survey,  how  do  you  get  notice  that  the  addi- 
tional work  has  been  authorized  ? 

Mr.  Lafferty.  From  the  contractor. 

The  Chairman.  From  the  contractor? 

Mr.  Lafferty.  Yes,  sir.  *  That  is  not  the  way  it  should  be,  but  that 
is  how  we  get  it. 
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The  Chairman.  I  am  asking  you  how  you  get  it. 
Mr.  Lafferty.  Yes,  sir ;  that  is  the  way. 

The  Chairman.  The  contractor  tells  you  that  he  has  been  ordered 
to  do  this  additional  work  ? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  do  you  attempt  to  verify  it  ? 

Mr.  Lafferty.  We  handle  that  separately  from  the  general  job. 

The  Chairman.  You  make  a  separate  check  of  that  f 

Mr.  Lafferty.  That  is  it. 

The  Chairman.  Then  the  work  is  completed  and  the  vessel  sails. 
Then  what  do  you  do  with  all  those  reports  that  you  have  made  and 
the  checks  ? 

Mr.  Lafferty.  They  make  their  bill  out.  Our  reports  are  sum- 
marized and  condensed  into  one  figure  and  checked  against  their  re- 
port, against  their  bill,  I  might  say. 

The  Chairman.  Do  you  mean  the  work  done  in  the  yard  ? 

Mr.  Lafferty.  Yes;  all  differences  are  adjusted  right  there. 

The  Chairman.  Do  you  have  authority  to  adjust  differences? 

Mr.  Lafferty.  Yes,  sir;  we  adjust  differences  daily  and  every  day. 

The  Chairman.  What  kind  of  differences? 

Mr.  Lafferty.  Well,  you  have  differences  all  the  time.  They  may 
have  a  record  of  40  men  on  a  vessel,  and  our  checker  may  verify 
only  35,  and  we  have  got  to  be  shown  where  the  other  five  men  were. 
If  we  can  prove  to  them  that  they  were  not  there,  we  turn  around 
and  disallow  the  charge  for  those  five.  It  is  not  our  worry  what 
they  are  going  to  do  about  it,  whether  they  are  going  to  lose  the 
money  or  charge  it  to  a  contract  on  an  outside  job.  We  are  only 
concerned  in  paying  for  what  our  checker  really  sees. 

The  Chairman.  Have  you  any  instance  of  where  men  were  working 
on  one  vessel  in  the  afternoon  and  shifted  over  to  another  vessel  and 
they  charged  the  whole  day  to  each  vessel? 

Mr.  Lafferty.  Well,  the  only  real  case  I  know  of  was  on  the  Gray 
Cloud,  Those  men  who  were  ordered  in  on  the  Gray  Cloudy  that  I 
spoke  of,  on  that  Sunday  proposition,  were  ordered  in  to  work  on 
the  sea  valves,  but  the  sea  valves  were  not  removed  for  some  reason 
or  other  as  they  expected  them  to  be.  There  was  some  mistake  about 
that.  They  used  those  men  then  on  a  contract  job,  on  the  Polar  Bear^ 
I  believe  the  name  of  the  vessel  was,  and  charged  them  against  the 
Gray  Cloud,  We  were  able  to  show  them  that  those  men  did  work  on 
the  Polar  Bear, 

The  Chairman.  And  that  was  detected  and  adjusted  and  the 
Shipping  Board  was  not  charged  for  them  ? 

Mr.  Lafferty.  Yes,  sir ;  and  that  is  the  only  case  I  know  of. 

The  Chairman.  That  is  the  only  case  in  the  Crane  yard  ? 

Mr.  Lafferty.  Yes,  sir.  Of  course.  Crane's  attitude  on  that  was 
that  they  were  entitled  to  pay  for  those  men,  having  ordered  them  to 
work  on  the  sea  valves,  regardless  of  whether  they  used  them  on  a 
contract  job  or  not. 

The  Chairman.  What  do  you  say  with  reference  to  the  rates  for 
material  and  labor  as  filed  monthly  by  the  Crane  yard.  Are  they 
less  now  or  more  than  in  the  beginning? 

Mr.  Lafferty.  They  have  been  practically  what  all  repair  yards 
have  charged  in  the  port  of  New  York.  They  have  filed  a  new  set 
of  rates,  but  that  is  mostly  on  account  of  Commander  Gatewood,  of 
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the  Shipping  Board, .  having  gotten  after  those  fellows  and  practi- 
cally told  them  that  their  rates  were  too  high.  Then  they  filed  a 
new  set  of  rates  as  of  December  1. 

The  Chairman.  And  the  new  rates  for  material  and  the  new  rates 
for  labor  have  been  filed? 

Mr.  Lafterty.  Yes,  sir. 

The  Chairman.  Are  they  less  than  those  charged  before  that? 
Mr.  LArrERTT.  Considerably  less. 

The  Chairman.  Have  you  come  across  any  instance  of  fees  being 
paid? 

Mr.  Lafterty.  Fees  in  what  respect? 

The  Chairman.  By  the  repair  yard  man,  to  any  of  the  officers  of 
the  steamer? 

Mr.  Lafterty.  Well,  that  is  a  thing  we  would  not  be  in  touch  with. 
It  may  be,  but  as  far  as  we  know  we  have  not. 
The  Chairman.  That  has  never  been  brought  to  your  attention? 
Mr.  Latterty.  No,  sir. 

The  Chairman.  You  have  not  come  across  any  improper  charges 
which  included  fees,  bonuses,  or  gifts  or  anything  of  that  sort,  have 
you? 

Mr.  Latterty.  No,  sir. 

The  Chairman.  How  large  a  force  of  men  do  they  work  over  there 
at  the  Crane  yard? 

Mr.  Latterty.  Well,  it  varies,  according  to  the  work  that  they 
have  on  hand;  they  are  cutting  down  their  force,  and  increase  it 
from  time  to  time.  I  would  say  that  their  real  capacity  would  be 
about  500  men. 

The  Chairman.  Five  hundred? 

Mr.  Latterty.  Yes,  sir. 

The  Chairman.  That  is  the  maximum,  do  you  think? 
Mr.  Latterty.  The  maximum ;  yes. 

The  Chairman.  How  many  have  they  got  over  there  now? 
Mr.  Latterty.  I  would  say  half  of  that. 
The  Chairman.  Two  hundred  and  fifty? 
Mr.  Latterty.  Two  hundred  and  fifty. 

The  Chairman.  Is  the  material  that  is  used  in  this  work  pur- 
chased by  the  repair  yard,  or  is  it  furnished  by  the  Shipping  Board? 
Mr.  Lattertt.  Purchased  by  the  repair  yard. 
The  Chairman.  All  of  it? 

Mr.  Lafterty.  All  of  it,  with  the  exception  of  paint. 
The  Chairman.  Paint? 

Mr.  Latterty.  Paint  at  some  times  is  supplied  direct  by  the  Ship- 
ping Board. 

The  Chairman.  Do  you  know  of  any  instances  of  ships  coming 
into  the  Crane  yard  where  material  has  been  sent  from  the  Kent 
Avenue  storehouse  or  warehouse,  or  any  other  warehouse  to  be  in- 


Mr.  Latterty.  Well,  yes;  I  am  wrong  in  the  statement  I  just  made. 
There  are  occasions  where  they  will  have  a  spare  part  at  the  Kent 
Avenue  storehouse,  and  the  requisition  will  specify  to  receive  that 
from  Kent  Avenue  and  install  it ;  but  that  is  very  seldom. 

The  Chairman.  Very  seldom? 

Mr.  Latterty.  Very  seldom. 
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The  Chairman.  Have  there  been  any  repairs  made  at  the  Crane 
yard  of  transforming  ships  from  coal  burners  to  oil  burners? 
Mr.  Laffertt.  Why,  no ;  I  don't  believe  there  was. 
The  Chairman.  Do  you  recall  any  of  that? 
Mr.  Laffertt.  I  do  not  recall  any. 

The  Chairman.  Do  you  recall  any  of  them  being  transformed  from 
oil  burners  back  to  coal  burners? 

Mr.  Laffertt.  Neither  way.  It  is  more  of  a  general  repair  yard ; 
that  is,  voyage  repairs. 

The  Chairman.  Have  there  been  very  many  ships  there  for  re- 
pairs to  their  shafts — new  shafts  installed? 

Mr.  Laffertt.  We  have  had  quite  a  lot  of  that. 

The  Chairman.  How  many,  snould  you  say? 

Mr.  Laffertt.  I  could  not  offhanded  give  you  any  idea,  Mr. 
Chairman. 

The  Chairman.  Well,  more  than  two  ?  , 
Mr.  Laffertt.  Oh,  yes ;  considerably  more  than  two. 
The  Chairman.  Were  those  broken  shafts? 

Mr.  Laffertt.  Well,  we  have  had  at  least  two  broken  shafts,  and  we 
have  had  more  or  less  repairs  to  shafts.  I  would  say,  probably,  if  I 
made  a  ^ess  at  it,  I  would  say  we  have  had  10  cases  of  repairs  to 
shafts  within  the  last  18  months. 

The  Chairman.  Have  you  had  any  cases  of  vessels  being  brought 
in  there  where  the  propellers  have  dropped  off  ? 

Mr.  Laffertt.  We  have  had  repairs  to  propellers,  but  not  where 
thev  were  off  entirely. 

The  Chairman.  How  long  do  you  say  you  have  been  at  the  Crane 
yard? 

Mr.  Laffertt.  About  18  months. 

The  Chairman.  About  18  months,  and  you  think  that  during  that 
time  80  or  90  per  cent  of  the  work  they  have  been  doing  has  been  

Mr.  Laffertt  (interposing).  I  know  positively  that  it  covers  that 
amount. 

The  Chairman  (continuing).  Is  on  Shipping  Board  vessels? 

Mr.  Laffertt.  Shipping  Board;  a  very  small  percentage  is  out- 
side the  Shipping  Board. 

The  Chairman.  What  other  lines  have  had  work  done  there  that 
you  recall? 

Mr.  Laffertt.  As  a  matter  of  fact  that  would  be  a  hard  question 

for  me  to  answer,  because  it  does  not  concern  me,  and  I  never  

The  Chairman.  Well,  don't  you  recall  

Mr.  Laffertt  (interposing) .  You  might  see  the  name  of  the  ves- 
sel, but  that  would  not  tell  you  the  name  of  the  operator;  do  you 
see  what  I  mean? 

The  Chairman.  Don't  you  recall  any  one  steamer? 

Mr.  Laffertt.  Yes,  sir.;  the  Black  Star  had  a  few  vessels  in  there. 

The  Chairman.  The  Black  Star.  How  long  has  the  Crane  yard 
been  established? 

Mr.  Laffertt.^ And  they  do  quite  a  lot  of  work  for  the  city  of 
New  York;  fire  boats. 

The  Chairman.  Fire  boats  ? 

Mr.  Laffertt.  Yes,  sir ;  and  they  do  a  lot  of  repairs  to  Lehigh  Val- 
ley floats. 
The  Chairman.  The  train  floats? 
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Mr.  Lafferty.  The  train  floats ;  yes,  sir. 

The  Chairman.  That  they  run  the  freight  cars  on? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  long  has  the  Crane  yard  been  established 
here,  do  you  know  ? 

Mr.  Lafferty.  It  is  an  old-established  yard ;  what  year  I  could  not 
say. 

Chairman.  Mr.  Foster,  have  you  any  questions? 
Mr.  Foster.  Your  position  is  field  auditor  for  the  division  of  op- 
erations; is  that  right? 
Mr.  Lafferty.  Yes,  sir. 

Mr.  Foster.  You  represent  the  Shipping  Board  here  in  that  ca- 
pacity ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Foster.  From  your  experience,  what  practical  suggestion 
would  yoij  make  as  to  how  conditions  should  be  remedied  from  the 
Government  standpoint,  based  on  your  experience  and  observations 
there? 

Mr.  Lafferty.  Well,  the  real  bad  conditions  that  we  meet  at  the 
present/ time  is  that  bureau  of  survey,  as  I  explained  to  Mr.  Walsh.  * 
And  of  course  if  it  could  be  remedied,  whereby  we  would  receive  a 
requisition  before  the  repairs  started,  we  no  doubt  could  overcome 
quite  a  lot  of  questions  that  arise  after  the  vessel  has  sailed,  and  no 
doubt  save  a  lot  more  money  for  the  Shipping  Board. 

Mr.  Foster.  Well,  what  reason  is  assigned  why  that  has  not  been 
done? 

Mr.  Lafferty.  That  is  above  me,  I  assure  you. 

Mr.  Foster.  Well,  aside  from  your  knowledge,  what  do  you  be- 
lieve to  be  the  reason,  as  you  observe  matters  there,  why  a  thing  as 
apparent  as  that  is  not  done  for  the  sake  of  the  Goyernment  ? 

Mr.  Lafferty.  Well,  I  have  never  even  been  in  the  bureau  of  sur- 
vey's office,  so  I  would  not  like  to  and  I  could  not  very  well  pass  an 
opinion. 

Mr.  Foster.  Did  you  say  that  90  per  cent  of  the  vessels  went  out 
without  the  ability  on  your  part  to  make  that  check  ? 

Mr.  Lafferty. 'Oh,  no,  no;  you  are  wrong  there.  No;  I  say  90 
per  cent  of  the  vessels  repaired  at  Crane's  yard  are  Shipping  Board 
vessels. 

Mr.  Foster.  Oh,  yes. 

Mr.  Lafferty.  In  all  cases,  with  the  exception  of  an  occasional 
lump-sum  job,  we  in  all  cases  have  a  check,  time  and  material  check. 
Occasionally  a  lump  sum,  where  they  will  not  allow  us  to  check  time 
and  material,  is  later  converted  back  to  a  time  and  material  job,  and 
we  are  without  a  check. 

Mr.  Foster.  Well,  now,  how  could  that  be  remedied? 

Mr.  Lafferty.  By  making  the  different  contractors  allow  Ship- 
ping Board  checkers  to  cover  and  check  the  time  and  material  on 
lump-sum  jobs. 

Mr.  Foster.  Why  can  that  not  be  done  ?  ^ 

Mr.  Lafferty.  Well,  it  was  tried ;  that  is,  the  board  tried  to  have 
it  that  way,  but  why  they  could  not  do  it  I  can  not  state,  because 
that  is  above  me. 

Mr.  Foster.  Well,  j^ou  have  stated  to  the  chairman  here,  in  answer 
to  his  questions,  these  conditions;  I  am  just  asking  for  your  judg- 
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ment  as  to  how  they  should  be  remedied,  not  just  that  it  can  not  be 
done. 

Mr.  Lafferty.  Well,  as  I  say,  it  could  be  remedied,  by  making 
the  contractor  let  us  check  the  lump  sum.  Why  the  Shipping  Board 
has  not  made  them  do  it  I  can  not  state. 

Mr.  Foster.  Can  you  think  of  any  reason  that  would  make  it 
impracticable  to  do  that  ? 

Mr.  Lafferty.  I  can  not  see  any  reason  whatsoever. 

Mr.  Foster.  Do  you  know  of  any  effort  having  been  nxade  to 
induce  them  to  do  that  ? 

Mr.  Lafferty.  Yes ;  more  than  once. 

Mr.  Foster.  By  whom  ? 

Mr.  Lafferty.  Why,  by  the  different  field  auditors,  from  instruc- 
tions they  received  from  the  New  York  office — ^Mr.  McLaughlin,  re- 

gair  cost  audit  bureau;  and  also  through  letters  sent  out  by  Mr. 
[cLaughlin  to  the  different  contractors,  requesting  that  this  be  done. 
Mr.  J  osTER.  With  what  success  ? 

Mr.  Lafferty.  But  both  met  with  a  flat  refusal  by  the  different 
contractors. 

Mr.  Foster.  Well,  now,  what  accoriipanied  the  refusal,  if  anything, 
as  a  reafeon  ? 

Mr.  Lafferty.  That  while  they  are  willing  to  take  a  lump  sum  for 
an  agreed  price,  say  $300,  they  are  willing  to  take  a  chance  of  losing 
$100  or  making  $100  on  that ;  they  consider  that  is  a  fair  figure  and 
they  do  not  see  where  we  are  concerned  in  checking  time  and  mate- 
rial; in  other  words,  they  can  not  see  where  we  are  interested  in 
getting  their  cost  on  that  lump  sum,  when  they  have  already  agreed 
to  do  it  for  a  certain  price. 

Mr.  Foster.  Do  you  not  find  this  difficulty  in  connection  with  your 
experience,  that  the  different  branches  of  this  work,  all  representing 
governmental  activities,  get  rather  jealous  at  each  other's  authority, 
and  overlook  the  fact  that  they  are  representing  one  Government 
after  all? 

Mr.  Lafferty.  You  mean,  do  not  cooperate? 
Mr.  Foster.  Yes,  sir ;  is  that  not  one  failing  ? 

Mr.  Lafferty.  Well,  I  have  met  with  pretty  fair  cooperation.  Of 
course,  it  may  be  that  I  keep  after  it  until  I  get  it;  but  I  even- 
tually  

Mr..  Foster.  That  produces  results  anywhere,  does  it  not? 

Mr.  Lafferty.  But  I  have  eventually  been  able  to  get  it  on  every- 
thing I  went  after.  Of  course,  you  may  not  get  it  as  fast  as  it  ought 
to  come. 

Mr.  Foster.  Do  you  think  that  cooperation  exists  in  this  work  as 
heartily  or  generally  as  in  some  of  the  larger  private  corporations? 
JElr.  Lafferty.  I  do  not. 
Mr.  Foster.  No.  Why? 

Mr.  Lafferty.  For  what  reason  I  could  not  state. 
Mr.  Foster.  Just  because  they  are  working  for  the  Government,  is 
that  one  reason  ? 

Mr.  Lafferty.  I  could  not  say. 

Mr.  Foster.  Well,  just  one  question.  You  spoke  about  one  of  these 
mishaps  on  a  vessel,  where  some  man  was  found  dead. 
Mr.  Lafferty.  Yes,  sir. 

Mr.  Foster.  Which  was  attributed  to  some  fumigating? 
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Mr.  Laffertt.  Yes,  sir. 

Mr.  Foster.  Who  attributed  it  to  that? 

Mr.  Laffertt.  Well,  every  one  concerned.  As  a  matter  of  fact,  it 
looked  logical  to  myself  and  to  everybody  that  investigated  it  at 
the  time,  for  the  simple  reason  that  we  could  not  get  hold  of  any 
facts  other  than  that.  Of  course,  the  man  might  have  been  pushed 
down  that  hold,  he  may  have  fallen  down,  and  he  may  have  walked 
down  and  was  overcome. 

Mr.  Foster.  The  theory  you  adopted  finally  was  that  he  was  after 
chicken  feed,  is  that  it? 

Mr.  Laffertt.  Yes,  sir,  that  was  the  theory.  The  captain  aboard 
the  vessel  had  mven  him  authority,  so  he  says  

Mr.  Foster.  So  the  captain  says. 

Mr.  Laffertt.  Yes,  to  go  down  in  this  hatch  two  days  before,, 
to  gather  chicken  feed,  and  he  presumably  was  going  down  again 
this  noon  hour  to  get  some  more.  As  to  whether  that  is  so  or  not^ 
of  course,  as  I  say,  we  never  were  able  to  get  any  facts  to  the  contrary. 

Mr.  Foster.  You  adopted  the  theory  that  he  had  not  secured 
more  chicken  feed  than  enough  to  keep  his  flock  for  two  days? 

Mr.  Lafi^rtt.  Well,  he  may  have  been  storing  up,  trying  to  get 
it  all  at  once.  He  might  have  been  trying  to  lay  in  a  year's  supply 
in  two  days. 

Mr.  Foster.  For  a  large  crop  of  chickens? 

Mr.  Laffertt.  At  any  rate,  his  brother-in-law  is  a  ship  broker  in 
State  street.  New  York,  a  man  that  has  been  brought  up  m  the  ship- 
ping game,  and  he  came  over  and  investigated  the  thing  personally,, 
with  his  own  lawyer,  and  he  was  satisfied  that  that  was  the  case. 

Mr.  Foster.  That  is  all  now.  Mr.  Chairman. 

The  Chairman.  Mr.  Steele? 

Mr.  Steele.  You  said  the  real  bad  situation  is  in  the  bureau  of 
survey.    What  is  the  bad  situation? 

Mr.  Laffertt.  Not  receiving  requisitions  in  the  right  time,  pre- 
vious to  repairs,  or  about  the  time  that  they  started  to  make  repairs. 
More  often,  when  a  job  is  finished  or  three-quarters  finished,  you 
get  your  requisition,  showing  you  what  repairs  are  called  for. 

Mr.  Steele.  And  the  requisition  is  sent  from  where? 

Mr.  Laffertt.  And  up  to  that  time  you  are  working  according 
to  th^  contractor's  say  so  about  his  work  order. 

Mr.  Steele.  And  that  delay  is  chargeable  to  the  bureau  of  survey  ? 

Mr.  Laffertt.  Yes,  sir. 

Mr.  Steele.  Is  there  any  .difiiculty  about  the  requisitions  when 
they  come  ? 

Mr.  Laffertt.  You  mean  the  wording? 

Mr.  Steele.  Yes,  as  to  clearness  and  ability  to  follow  them  out. 

Mr.  Laffertt.  Well,  you  have  got  to  read  between  the  lines  more 
or  less,  but  that  is  on  account  of  procedure  in  shipping  circles.  I 
would  not  say  there  was  anv  comment  to  make  on  that  part. 

Mr.  Steele.  Then  the  real  difficulty  is  the  delay  in  receiving  those 
requisitions? 

Me.  Laffertt.  In  receiving  the  requisitions. 

Mr.  Steele.  Yes.  Now,  in  the  matter  of  a  lump-sum  contract,  there 
your  work  is  confined  to  seeing  that  the  requisition  or  specifications, 
are  carried  out,  you  are  not  interested  in  the  cost  of  material  there  I 
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Mr.  Laffertt.  That  is  it;  and  we  are  not  interested  in  a  lum^  sum 
whatsoever,  for  the  simple  reason  that  they  will  not  cooperate  with 
us  on  it. 

Mr.  Steele.  Well,  you  are  interested  in  seeing  that  the  contract  is 
carried  out  faithfully,  however,  are  you  not! 

Mr.  Lafferty.  The  Bureau  of  Survey  and  the  port  engineer  is  the 
one  that  follows  out  that  part  of  it  on  a  lump  sum. 

Mr.  Steele.  Oh^hat  is  outside  of  your  work! 

Mr.  Laffertt.  We  are  eliminated  entirely  from  the  lump  sum. 
We  have  no  say  so  whatsoever. 

Mr.  Steele.  You  have  also  stated  that  competition  is  more  or  less 
of  a  joke  here.   To  what  extent  does  competition  exist? 

Mr.  Laffertt.  That  is  my  idea. 

Mr.  Steei^.  I  understand.  I  want  to  know  what  you  know  about 
that. 

Mr.  Laffertt,  Well,  this  dry  dock  association  has  meetings  when- 
ever any  question  arises,  in  regard  to  repairs,  of  cutting  rates,  or 
anything  that  would  hurt  their  pocketbook  whatsoever. 

Mr.  OTEELE.  Well,  to  what  extent  does  competition  exist  in  award- 
ing repair  contracts? 

Mr.  Laffertt.  Well,  in  regard  to  the  contracts,  I  have  not  got 
any  authority  whatsoever  on  contracts,  but  from  the  offhand  knowl- 
edge that  I  have  gained  I  have  been  able  to  say  that  competition  is 
a  joke  as  compared  with  the  workings  of  the  dry  dock  association,  in 
regard  to  cutting  of  rates,  etc.  In  other  words,  they  work  prac- 
tically on  that  end  of  it,  the  same  as  they  do  if  we  want  to  cut  a 
commercial  rate. 

Mr.  Steele.  Well,  now,  in  the  first  place,  are  these  contracts 
awarded  as  the  result  of  inviting  competitive  bids? 
Mr.  Laffertt.  Are  they  what? 

Mr.  Steele.  Are  they  awarded  as  a  result  of  inviting  competitive 
bids? 

Mr.  Laffertt.  Yes,  sir;  the  lowest  bids. 
Mr.  Steele.  Do  they  advertise  for  proposals? 
Mr.  Laffertt.  Yes,  sir.   Tenders  are  received,  and  the  lowest 
bidder  awarded  the  job. 

Mr.  SteeiiE.  And  the  lowest  bidder  is  awarded  the  contract? 
Mr.  Laffertt.  Yes,  sir. 

Mr.  Steele.  Are  the  bids  different  from  these  different  contractors, 
or  are  they  practically  the  same? 

Mr.  Laffertt.  Weil,  I  am  answering  you  a  lot  of  questions  here 
where  I  am  not  familiar  with  the  work.    It  is  only  what  I  

Mr.  Steele.  When  you  said  that  competition  was  a  joke  

Mr.  Laffertt.  Yes. 

Mr.  Steele  (continuing).  I  would  like  to  know  what  you  know 
about  it,  and  what  the  situation  is. 

Mr.  Laffertt.  I  see;  but  it  is  only  offhand  knowledge;  it  is  not 
actual,  because  I  am  not  connected  with  the  opening  of  bids  or  with 
the  contract  bureau,  and  have  no  real  knowledge  of  it. 

Mr.  Steele.  You  mean  to  say,  then,  that  you  have  no  personal 
knowledge  on  the  subject  of  awarding  bids? 

Mr.  Laffertt.  Only  hearsay;  that  is  all. 

Mr.  Steele.  Only  from  hearsay? 
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Mr.  Lafferty.  That  is  it.  As  far  as  a  contract  or  a  bid  is  con- 
cerned, I  have  nothing  to  do  with  it. 

Mr.  Steele.  Well,  your  statement  that  competition  is  a  joke  is 
based  on  hearsay  ? 

Mr.  Lafferty.  That  is  all. 

Mr.  Steele.  And  is  the  same  thing  true  as  to  rates  ? 

Mr.  Lafferty.  Well,  as  to  rates,  it  is  practically  hearsay  also,  but 
it  has  been  proven  more  or  less  by  the  fact  that  one  yard  will  follow 
the  other;  in  other  words,  if  we  get  a  ruling — if  I  get  a  ruling  from 
the  New  York  office  to  do  a  certain  thing — for  instance,  not  to  accept 
a  certain  rate,  and  I  go  to  the  contractor  and  put  it  up  to  him,  he 
will  not  declare  himself ;  "  I  will  let  you  know  in  two  or  three  days, 
or  four  or  five  days."  The  other  fellow,  in  the  other  yard,  does  the 
same  thing ;  the  fellow  in  this  yard  does  the  same  thing.  They  work 
all  around  the  same  way.  The  answer  comes  from  the  whole  5  or  6 
or  10,  or  whatever  it  is,  at  the  same  time;  the  answer  is  the  same 
from  each  one  of  them. 

Mr.  Steele.  The  answer  is  the  same? 

Mr.  Lafferty.  We  will  take  this,"  or  "We  won't  take  that." 
Where  does  it  come  from? 

Mr.  Steele.  Your  conclusion,  then,  is  that  there  is  collusion  be- 
tween these  different  bidders? 

Mr.  Lafferty.  That  is  the  idea,  personally. 

Mr.  Steele.  And  that  they  agree  as  to  the  prices? 

Mr.  Lafferty.  It  may  be  or  may  not  be,  but  as  it  looks  - 

Mr.  Steele.  You  have  no  positive  evidence  of  that  ? 

Mr.  Lafferty.  No;  no  positive  evidence. 

Mr.  Steele.  But  that  is  your  inference,  from  the  fact  that  their 
bids  are  the  same? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Steele.  I  think  that  is  all. 

The  Chairman.  Mr.  Connally? 

Mr.  Connally.  Mr.  Lafferty,  you  say  that  the  principal  trouble  is 
with  the  bureau  of  survey  not  supplying  you  in  advance  of  the 
actual  making  of  the  repairs  with  a  copy  of  these  specifications  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  So  that  you  can  check  the  work  up  as  it  goes 
along  ? 
Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  Well,  why  do  you  not  get  those ;  do  you  know  ? 

Mr.  Lafferty.  Well,  in  order  to  answer  you  that  

Mr.  Connally.  Are  you  not  supposed  to  get  them? 

Mr.  Lafferty.  We  are  supposed  to  get  them ;  yes.  In  order  to 
answer  you  that  question  I  would  have  to  be  able  to  tell  you  why  the 
bureau  of  survey  is  behind. 

Mr.  Connally.  All  right. 

Mr.  Lafferty.  Which  I  can  not  do. 

Mr.  Connally.  You  are  supposed  to  get  them.    Have  you  ever 
made  complaint  to  your  superior  that  you  can  not  get  them? 
Mr.  Lafferty.  TTes,  sir. 

Mr.  Connally.  Where  is  he ;  right  here  in  this  city,  is  he  not  ? 
Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  Where  is  this  board  of  survey? 
Mr.  Lafferty.  Right  here  in  the  city. 
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Mr.  CoNNALLY.  Where  is  the  contract? 
Mr.  Lafferty.  In  the  city. 

Mr.  CoNXALLY.  What  is  his  reply;  what  is  your  superior's  reply? 
Has  he  not  done  anything  to  get  these  copies  ? 

Mr.  Lafferty.  As  far  as  I  know,  he  is  working  very  hard  to. 

Mr.  CoNNALLY.  What  has  he  told  you?  I  am  not  asking  about 
as  far  as  you  know.  When  you  complain,  what  has  he  done  about  it? 

Mr.  Lafferty.  He  has  told  me;  where  I  have  not  received  it,  I 
hear  from  time  to  time  that  the  thing  

Mr.  Connally.  I  am  not  asking  about  what  you  hear ;  I  am  asking 
about  what  your  superior  tells  you  and  what  you  tell  your  superior. 

Mr.  Lafferty.  That  is  what  1  am  trying  to  tell  you. 

Mr.  Connally.  You  say  you  hear,  and  I  want  to  know  what  you 
told  him  in  the  way  of  a  complaint,  and  what  he  told  you,  anil  what 
is  done  about  it. 

Mr.  Lafferty.  I  hear  from  him ;  in  other  words,  he  tells  me  from 
time  to  time  that  the  requisition  will  come  along  at  a  better  date, 
but  until  the  time  that  we  get  to  where  we  can  receive  a  requisition 
before  repairs  start,  work  according  to  the  work  order  of  the  con- 
tractor. 

Mr.  Connally.  All  right.    Now,  do  you  go  back  to  him  when  it 
does  not  come,  and  make  another  complaint  that  it  has  not  arrived  ? 
Mr.  Lafferty.  Yes,  sure. 
Mr.  Connally.  You  do  that? 
Mr.  Lafferty.  Continually. 
Mr.  Connally.  Just  keep  on? 

Mr.  Lafferty.  And  he  has  one  man  set  aside  in  his  office  to  take 
up  these  requisitions  from  the  bureau  of  survey,  and  we  are  continu- 
ally in  touch  with  that  man,  trying  to  get  a  requisition  from  him, 
once  a  boat  comes  in ;  but  we  can  not  do  anything. 

Mr.  Connally.  Well,  now,  who  is  it,  this  superior  to  whom  you 
have  been  making  these  complaints  ? 

Mr.  Lafferty.  Mr.  McLaughlin. 

Mr.  Connally.  Mr.  McLaughlin.  And  he  is  an  officer  of  the  Ship- 
ping Board  ? 

Mr.  Lafferty.  He  is  the  auditor  of  repairs. 

Mr.  Connally.  Auditor  of  repairs? 

Mr.  Lafferty.  Repairs  cost  audit  bureau. 

Mr.  Connally.  Of  the  Shipping  Board? 

Mr.  Lafferty.  That  is  it. 

Mr.  Connally.  His  office  is  at  45  Broadway  ? 

Mr.  Lafferty.  45  Broadway.    Now,  why  he  can  not  receive  it 
from  the  bureau  of  survey  is  by  me ;  I  can  not  explain  that. 
Mr.  Connally.  Well,  he  does  not  receive  it. 

Mr.  Lafferty.  He  knows  that  I  have  made  complaints  time  and 
time  again,  on  different  cases,  practically  every  time  we  do  not  re- 
ceive one,  and  he  is  trying  to  get  it;  but  why  he  can  not  get  it  is 
«ibove  me. 

Mr.  Connally.  He  is  the  chief  of  all  you  inspectors  ? 

Mr.  Lafferty.  Field  auditors. 

Mr.  Connally.  Field  auditors  in  the  city  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  Around  the  bay  here,  or  around  the  harbor? 
Mr.  Lafferty.  Yes,  sir. 
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Mr.  CoNNALLT.  And  that  is  his  chief  business,  to  look  after  you 
folks  that  are  doing  this  actual  field  work? 
Mr.  Lafferty.  i  es,  sir. 

Mr.  CoNNALLY.  And  the  receiving,  or  rather  the  requiring  of  these 
requisitions,  is  one  of  his  chief  functions,  is  it  not? 
Mr.  Lafferty.  Yes,  sir. 
Mr.  CoNNALLY.  And  you  do  not  get  them? 

Mr.  Lafferty.  No,  sir.  I  doubt  if  there  is  anyone  can  get  them  be- 
sides him. 

Mr.  CoNNAULY.  Oh,  yes;  they  can  be  gotten  by  going  at  it  the 
right  way.  The  Shipping  Board  can  easily  get  them,  or  fire  this 
Board  of  Survey,  could  it  not? 

Mr.  Lafferty.  The  organization  of  the  Board  of  Survey  is  not 
functioning  right.  Whether  it  is  because  they  have  not  got  a  suflS- 
cient  office  force  to  cope  with  the  situation — the  volume  of  work — 
I  do  not  know. 

Mr.  CoNNALLY.  Who  is  the  chief  of  this  Bureau  of  Survey  in  the 
citv? 

Mr.  Lafferty.  Martin  &  Gardner,  two  partners. 
Mr.  CoNNALLY.  Martin  &  Gardner? 
Mr.  Lafferty.  Yes. 

Mr.  CoNNALLY.  Who  in  their  office  would  be  the  one? 
Mr.  Lafferty.  Mr.  D.  Dailey  is  the  man  that  consumes  the  bulk  of 
the  work. 

Mr.  CoNNALLY.  D.  Bailey.  Have  you  ever  taken  up  with  him  the 
matter  of  getting  these  requisitions? 

Mr.  Lafferty.  No;  because  I  work  right  with  my  own  superior; 
I  work  through  him. 

Mr.  CoNNALLY.  When  is  the  last  time  you  went  to  Mr.  McLaugh- 
lin about  his  failure  to  get  these  requisitions?  Now,  let  us  get  right 
down  to  brass  tacks. 

Mr.  Lafferty.  Let's  see;  a  few  weeks  ago;  I  could  not  say  what 
date. 

Mr.  CoNNALLY.  What? 

Mr.  Lafferty.  I  would  saw  two  or  three  weeks. 

Mr.  Connally.  What  particular  requisition  was  it  you  complained 
of  to  Mr.  McLaughlin  as  not  having  gotten  ? 

Mr.  Lafferty.  I  believe  the  last  case  was  this  one  here — this 
Guaro — this  case  that  I  spoke  about — the  vessel  lying  for  two 
months  at  the  yard. 

Mr.  Connally.  So  two  or  three  weeks  ago  vou  complained  to  Mr. 
McLaughlin  that  you  had  not  got  the  specification  on  this  Guaro. 
How  long  had  it  then  been  at  the  yard  ? 

Mr.  Lafferty.  I  do  not  know  whether  that  was  the  last  one. 

Mr.  Connally.  I  just  want  to  get  down  to  something  definite  now ; 
to  see  how  loosely  you  folks  have  been  carrying  on  this  job. 

Mr.  Lafferty.  I  guess  there  was  one  later  than  the  Guaa^o;  this  one 
here  is  m  November. 

Mr.  Connally.  You  made  a  complaint  to  him,  though,  about  thai- 
one,  did  you  ?  ?       &  5 

Mr.  Lafferty.  Yes,  sir. 

^r.  Connally.  Not  getting  the  requisition? 

Mr.  Lafferty.  Yes,  sir. 
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Mr.  CoNNALLY.  Was  that  in  writing,  or  just  verbally,  orally? 
Mr.  Lafferty.  I  have  also  made  it  in  writing. 
Mr.  CoNNALLY.  What? 

Mr.  Lafferty.  I  have  made  it  over  the  phone  and  in  writing,  too. 

Mr.  CoNNALLY.  On  this  particular  case? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  CoNNALLY.  And  also  on  the  Guar  of 

Mr.  Lafferty.  That  is  the  one  I  have  reference  to,  the  Guaro, 

Mr.  CoNNAij;iY.  Oh,  yes.  That  is  the  file  on  the  Guaro  [indicat- 
ing] ;  where  is  that  letter  in  there?  Have  you  got  a  letter  in  there 
to  him,  a  written  complaint? 

Mr.  Lafferty.  I  have  only  got  a  letter  on  the  missing  supplemen- 
tary. The  original,  I  believe,  I  took  up  verbally  in  his  office  with 
him  [indicating  paper  in  file] . 

Mr.  CoNNALLY.  Well,  this  is  no  complaint  about  it;  you  just  say, 
"  The  above  requisition  to  be  issued."  You  make  no  complaint  there 
about  its  not  having  been  issued,  do  you  ?  What  I  am  trying  to  get 
at  is,  how  much  disturbed  you  have  really  been  about  not  getting 
these  requisitions,  and  what  you  have  been  doing  to  get  them. 
a  matter  of  fact,  somebody  ought  to  have  gotten  them,  and  it  is  some- 
body's business  in  the  Shipping  Board  to  get  them. 

Mr.  Lafferty.  Yes,  and  from  what  I  can  say,  Mr.  McLaughlin 
has  spent  untold  time  and  effort  trying  to  line  up  this  Bureau  of 
Survey  to  get  the  requisitions.  Now  the  reason  we  do  not  cover 
each  one  with  a  letter  every  time  we  get  a  repair  job,  the  condition 
is  known  so  well  by  45  Broadway  it  is  not  really  advisable  for  us  to 
be  calling  every  particular  case  to  their  attention.  We  call  it  to  the 
attention  of  the  man  that  is  charged,  is  appointed,  by  Mr.  McLaugh- 
lin. 

Mr.  CoNNALi.Y.  Who  is  he  ? 

Mr.  Lafferty.  Mr.  O'Reagan;  but  Mr.  McLaughlin  has  been  fa- 
miliar right  along  with  this  condition,  and  he  has  been  working  un- 
tiredly  to  try  to  correct  it.  Now,  what  success  he  has  met  I  do  not 
know. 

Mr.  CoNNALLY.  Do  you  know  whether  he  has  ever  called  on  the 
Board  of  Survey  personally  and  taken  this  matter  up  with  them? 

Mr.  Lafferty.  Oh,  positively;  Mr.  McLaughlin  had  it  up  with 
the  Bureau  of  Survey  and  with  Commander  Gatewood. 

Mr.  CoNNALLY.  Where  is  Commander  Gatewood's  office,  here  in 
New  York? 

Mr.  Lafferty.  Well,  that  is  45  at  Broadway.  He  practically  has 
charge  of  the  whole  building  at  45  Broadway ;  he  controls  all  of  it. 

Mr.  CoNNALLY.  And  all  these  efforts  of  all  these  officials  have 
not  been  able  to  get  the  requisitions  ? 

Mr.  Lafferty.  I  know  off-handed  that  he  is  working  very  hard, 
and  so  is  Commander  Gatewood,  and  what  success  they  have  met 
with  through  those  different  interviews  with  the  Bureau  of  Survey 
I  do  not  know,  because  that  is  above  my  position  to  have  that  infor- 
mation. 

It  is  not  really  worth  while  for  me  to  run  in  to  New  York  on 
every  little  case  where  we  start  a  vessel  and  do  not  get  a  requisition, 
to  run  in  to  McLaughlin,  or  just  to  write  him  a  letter  on  each 
particular  one.    We  call  up  on  the  phone  and  give  the  data  to  Mr. 
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O'Reagan,  and  then  he  gets  on  the  job  to  see  if  he  can  not  hustle  it 
along.  Now,  what  promises  have  been  made  by  the  Bureau  of  Sur- 
vey to  Commander  Gatewood  or  Mr.  McLaughlin  I  do  not  know^ 
but  I  know  they  have  certainly  been  working  very  hard,  right 
along,  to  try  to  line  up  this  Bureau  of  Survey. 

Mr.  CoNNALLY.  Mr.  O'Reagan's  chief  duty  is  to  attend  to  this 
very  matter? 

Mr.  Lafferty.  This  is  one  of  his  chief  duties ;  yes. 

Mr.  Connally.  You  say  Mr.  McLaughlin  appointed  him  specially 
to  look  after  that,  and  he  is  drawing  pay  for  it? 

Mr.  Lafferty.  Yes,  sir;  and  since  he  has  been  appointed  it  has 
been  75  per  cent  better  than  before.  In  other  words,  from  what  I 
found  out  in  New  York  here  the  other  day  he  has  been  able  to  get 
quite  a  number  of  requisitions  within  the  past  month,  approxi- 
mately a  few  days  after  

Mr.  CoNNALLY.  I  am  talking  about  your  yard  now. 

Mr.  Lafferty.  As  to  my  yard,  as  1  explained  to  Mr.  Walsh,  I 
can  not  make  any  comment  for  the  last  month  or  something,  because 
they  have  had  only  a  few  jobs. 

Mr.  CoNNALLY.  Well,  on  those  few  did  you  get  requisitions  ?  Let 
us  get  down  to  brass  tacks.  On  those  few  that  you  did  have,  did 
you  get  requisitions  in  time? 

Mr.  Lafferty.  Not  in  time,  no. 
'  Mr.  CoNNALLY.  So  it  has  not  improved  at  all? 

Mr.  Lafferty.  Well,  the  general  condition,  as  I  was  speaking  to 
Mr.  O'Reagan  the  other  day,  he  said  it  has  been  improving.  He 
has  been  able  to  get  ^ 

Mr.  CoNNALLY.  I  would  prefer  to  have  you  just  talk  about  things 
you  know  about  now. 

Mr.  Lafferty.  Yes. 

Mr.  CoNNALLY.  It  has  not  improved  at  all  with  reference  to  your 
yard  ? 

Mr.  Lafferty.  Not  with  reference  to  my  yard. 

Mr.  CoNNALLY.  What  were  you  doing,  talking  to  Mr.  O'Reagan 
about  it  the  other  day  ?  You  say  you  have  not  made  any  complaints 
since  two  or  three  weeks  ago? 

Mr.  Lafferty.  Well,  I  had  a  lump  sum  bill  that  I  received  for 
audit  from  Mr.  O'Reagan,  and  on  that  commercial  rate  requisition  I 
had  two  bills,  two  separate  bills,  and  they  were  really  for  one  com- 
mercial rate  requisition.  One  was  for  a  lump  sum  and  the  other  for 
a  commercial  rate  job.  They  were  both  on  a  commercial  rate  requi- 
sition, which  was  wrong ;  they  should  have  been  a  lump  sump  requi- 
sition and  a  commercial  rate  requisition.  So  I  took  the  matter  up 
with  Mr.  O'Reagan,  and  during  the  course  of  the  interview  we  gc^ 
talking  about  requisitions  in  general. 

Mr.  CoNNALLY.  All  rig:ht,  that  is  all. 

The  Chairman.  Anything  further,  Mr.  Steele  ? 

Mr.  Steele.  No,  sir. 

Mr.  Foster.  Not  a  thing. 

The  Chairman.  That  is  all.    Is  Mr.  Pigot  here  ? 
Mr.  Pigot.  Yes,  sir ;  right  here. 
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TESTIMONY  OF  MR.  JOHN  J.  PIGOT,  FORMERLY  CHECKER  FOR 
THE  UNITED  STATES  SHIPPING  BOARD. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Pigot? 
Mr.  Pigot.  John  J.  Pigot. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board? 
Mr.  Pigot.  I  was. 

The  Chairman.  When?  When  did  you  cease  your  employment 
with  them? 

Mr.  Pigot.  Directly,  from  January  15  to  the  1st  of  last  July;  from 
January  15,  1919,  to  the  1st  of  July,'  1920. 

The  Chairman.  In  what  capacity? 

Mr.  Pigot.  I  was  what  they  call  a  checker. 

The  Chairman.  A  checker? 

Mr.  Pigot.  A  checker,  that  is  what  it  is  called. 

The  Chairman.  What  had  been  your  business  or  occupation  prior 
to  your  coming  to  the  Shipping  Board  ? 

Mr.  Pigot.  I  had  been  with  the  foundation  people  in  the  building 
of  the  wooden  ships  at  Kearney,  N.  J.,  I  was  timekeeper  over  there, 
and  checker  also;  timekeeper  and  checker  at  tjiat  yard  over  there. 

The  Chairman.  And  prior  to  that  what  had  been  your  business? 

Mr.  Pigot.  Well,  I  call  the  art  business  my  business. 

The  Chaiilman.  Art  business  ? 

Mr.  Pigot.  Yes,  art  business.  I  worked  into  other  things  at  the 
same  time,  but  I  made  the  art  business  my  principal  business.  I  was 
in  the  art  business  for  about  20  years.  Prior  to  that  I  had  been 
identified  with  the  shipping  business  at  the  port  of  New  York. 

The  Chairman.  In  what  capacity? 

Mr.  Pigot.  In  a  merchant's  way,  and  I  had  visited  shipyards  and 
been  over  ships  building,  wooden  and  otherwise,  in  different  ports 
around  the  United  States  and  on  the  Atlantic  coast. 

The  Chairman.  What  yard  were  you  assigned  to  as  checker  and 
timekeeper  ? 

Mr.  Pigot.  When  I  was  hired? 

The  Chairman.  Yes. 

Mr.  Pigot.  The  Morse  yard. 

The  Chairman.  The  Morse  yard? 

Mr.  Pigot.  Yes,  sir. 

The  Chairman.  How  long  were  you  there  ? 

Mr.  Pigot.  Oh,  offhand,  I  would  say  about  three  months. 

The  Chairman.  Did  you  go  to  any  other  yards? 

Mr.  Pigot.  Oh,  yes. 

The  Chairman.  What  other  yards  ? 

Mr.  Pigot.  I  was  with  the  Crane  yard,  and  I  was  at  the  Atlantic 
Basin  yard. 

The  Chairman.  That  is  in  Boston  ? 
Mr.  Pigot.  No  ;  that  is  here  in  Brooklyn. 
The  Chairman.  The  Atlantic  Basin  ? 

Mr.  Pigot.  Yes.  I  was  at  the  Bobbins  yard,  Brooklyn,  Erie  Basin. 
They  are  all  port  of  New  York  yards.  I  was  never  on  any  business 
for  the  Shipping  Board  outside  of  the  port  of  New  York. 

The  Chairman.  Well,  what  other  yards? 
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Mr.  PiGOT.  I  guess  that  covers  it.  Yes,  the  Eamberg  Docks,  and 
then  there  were  some  shops  that  you  had  to  look  after;  they  did  not 
have  yards,  but  they  had  shops,  and  they  had  little  jobs  around  on 
vessels  throughout  the  port. 

The  Chairman.  Did  you  have  anything  to  do  with  the  requisi- 
tions that  are  issued  for  the  repair  work? 

Mr.  PiooT.  Yes,  sir. 

The  Chairman.  What  have  you  to  say  with  reference  to  the  issu- 
ance of  the  requisitions,  as  to  the  time  of  beginning  or  going  along 
with  the  work? 

Mr.  PiGOT.  Well,  sometimes  we  would  get  them  and  sometimcis  we 
could  not  get  them,  while  work  was  going  on  or  after. 

The  Chairman.  What  seemed  to  be  your  usual  experience,  that  you 
did  get  the  requisitions  before  the  work  began,  or  before  it  was  com- 
pleted, or  that  you  did  not  get  them  until  afterwards? 

Mr.  PiGOT.  I  would  say,  to  make  a  general  average,  after  the  work 
was  half  done ;  that  would  be  the  average.  Sometimes  we  would  get 
a  requisition  at  the  start,  for  a  small  thing,  sometimes  we  got  it  after 
the  thing  had  started,  sometimes  they  would  come  along  about  the 
middle  of  the  job,  and  sometimes  it  would  come  along  aiter  the  job 
was  over. 

The  Chairman.  Just  what  were  your  duties  now?  Suppose  a  ship 
comes  into  a  yard  where  you  are  employed  as  checker,  just  what  do 
you  have  to  do? 

Mr.  PiGOT.  Well,  we  are  first  assigned  to  the  ship. 

The  Chairman.  By  whom? 

Mr.  PiGOT.  By  your  next  superior. 

The  Chairman.  Who  would  that  be? 

Mr.  PiGOT.  He  was  in  the  last  case  Mr.  McMahon,  at  the  Crane 
yard. 

The  Chairman.  What  is  his  title? 

Mr.  PiGOT.  Chief  timekeeper,  isn't  it  [addressing  Mr.  Lafferty]  ? 
The  Chairman.  You  were  assigned  by  the  chief  timekeeper  to  the 
ship? 

Mr.  PiGOT.  Of  that  local  office ;  not  from  the  New  York  office. 

The  Chairman.  Yes.  Then  what  do  you  do  ?  You  go  aboard  the 
ship  and  what  do  you  do? 

Mr.  PiGOT.  Go  aboard  the  ship,  look  her  over,  find  out  what  every- 
body aboard  is  in  the  way  of  a  workman,  find  out  who  he  belongs  to, 
what  job  he  is  on,  and  so  on,  and  lay  for  them  at  the  gangway  and 
catch  them  there.  If  they  go  aboard  before  you  are  assigned  you 
have  got  to  go  through  the  ship  from  stem  to  stern,  and  from  keel 
to  masthead  to  get  them,  if  it  is  a  big  job;  of  course,  if  it  is  a  small 
job  you  can  pick  them  up  in  a  few  minutes. 

Tifie  Chairman.  How  did  you  get  that  information,  by  asking  the 
men  themselves? 

Mr.  PiGOT.  Yes.  Well,  it  is  done  differently,  according  to  what  the 
job  is. 

The  Chairman.  Well,  how  did  you  do  it? 

Mr.  PiGOT.  If  it  was  a  job  and  I  got  there  ahead  of  anybody  going 
aboard  the  ship,  I  got  them  coming  up  on  the  gangway. 
The  Chairman.  Got  who  ? 
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Mr.  PiGOT.  The  men;  found  out  what  their  work  was,  whether 
they  were  machinists  or  what  they  were,  boiler  makers  or  pipe  fitters 
and  so  forth,  and  got  their  numbler. 

The  Chairman.  Did  you  make  a  record  of  it? 

Mr.  PiGOT.  Made  a  record,  right  there.  And  then  I  usually  went 
through  the  ship  after  that  to  feee  that  nobody  got  in  ahead  oi  me  or 
slipped  over  the  side,  or  something  like  that,  and  picked  them  up. 
Sometimes  they  would  do  that,  doni;  you  know. 

The  Chairman.  Are  you  the  gentleman  who  became  involved  in 
an  altercation  with  one  of  the  contractors,  or  one  of  the  contractor's 
men? 

Mr.  PiGOT.  Altercation?    I  don't  know  what  you  mean.   Do  you 
mean  the  matter  that  Mr.  Lafferty  spoke  about? 
The  Chairman.  Yes. 

i([r.  PiGOT.  Well,  the  altercation  was  all  on  one  side ;  he  did  all 
the  altercating.  Wny,  it  was  a  question  of  the  Lake  Ogden^  a  matter 
of  time  on  that,  and  arrangements  had  been  made  prior  to  January 
1,  1920,  I  think  one  or  two  days  before,  for  me  to  go  up  into  the 
Crane  yard  office  with  my  chief  checker,  and  somebody  representing 
the  auditor's  office  in  the  matter  of  a  difference  of  my  time  and  the 
Crane  yard  people's  time.  It  was  fixed  for  January  2;  Mr.  Laf- 
ferty is  in  error  about  the  assault  being  made  in  their  office  on 
Julv  22. 

That  was  the  second  time,  it  was  the  time  I  was  thrown  out  of  the 
Crane  yard.  It  was  on  July  22  when  I  was  assaulted  in  Crane's 
office.  There  was  a  man  there  named  Doyle;  I  went  up  with  Mr. 
McNabb,  and  Mr.  Ferd  Schecht  and  Mr.  McNabb  made  some  re- 
mark and  said,  "  Well,  we  are  here,"  or  something  like  that,  "  and 
Pigot  says  that  he  is  right."  Doyle,  Crane's  man,  said,  "  He  was  not 
on  the  job;  well,  he  was  not  on  the  job."  I  pretended  not  to  hear  it 
and  sat  there  and  McNabb  sat  here  [indicating].  I  wanted  him  to 
repeat  it,  but  before  I  could  get  the  repetition,  McNabb  said,  "  Did 
you  hear  that,  Pigot?  "  I  said,  "What  was  it? "  "Doyle  says  you 
were  not  there."  "  I  was.  Do  you  assert  that  ?  "  He  said,  "  I  do." 
I  said,  "  That  is  a  falsehood,"  and  he  ordered  me  out  of  the  office. 

I  told  him  I  was  there  to  represent  the  Shipping  Board  at  the 
invitation  of  the  Shipping  Board,  to  protect  the  funds  of  the  Gov- 
ernment; and  he  jumped  up  and  grabbed  me  around  the  arms  here 
[indicating],  and  before  he  hauled  me  I  caught  the  desk,  a  type- 
writer desk  just  behind  there — and,  well,  they  juggled  me  all  around 
the  room  for  I  don't  kn6w  how  long,  perhaps  a  minutes  and  a  half, 
and  I  held  on  to  the  typewriter  desk  long  enough  to  wear  it  out. 
He  had  me  all  over  the  floor,  manhandling  me ;  and  he  got  tired  of 
the  job  and  he  went  back  to  his  desk.  He  still  ordered  me  out,  but 
I  told  him  I  would  not  go  until  Mr.  McNabb  released  me,  my  su- 
perior.  And  McNabb  said,  "  You  can  go,  Mr.  Pigot." 

So  I  told  Doyle  then,  I  said, "  Now,  I  don't  leave  because  you  wanted 
me  to  go  out;  1  leave  because  Mr.  McNabb  has  released  me,  and  I  may 
have  you  arrested."  And  that  is  where  it  ended.  I  had  to  go  to  the 
doctor,  and  my  hand  was  in  bad  shape  for  practically  six  weeks,  and 
on  many  days  1  could  not  write  out  the  reports,  and  my  partner  on  the 
ship  on  which  we  were  working  had  to  make  out  my  reports  for  me 
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from  memoranda  I  had  made.  I  could  not  write  a  clear,  definite 
report. 

The  Chairman.  That  was  a  case  where  you  went  up  to  the  office 
there? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  you  asked  a  man  if  he  asserted  something, 
and  he  said  he  did,  and  you  told  him  it  was  false  ? 
Mr.  PiGOT.  I  did. 

The  Chairman.  And  he  jumped  for  you? 
Mr.  PiGOT.  He  jumped. 

The  Chairman.  And  that  man's  name  was  Doyle,  was  it  not? 
Mr.  PiGOT.  Doyle ;  yes  sir. 

The  Chairman.  In  your  work  adjusting  differences  or  brining  to 
the  attention  of  the  repair  yard  men  for  their  force  matters  in  dispute, 
would  they  not  usually  stick  by  their  position,  the  repair  yard  men? 

Mr.  PiGOT.  The  position  they  took? 

The  Cbcairman.  oTes. 

Mr.  PiGOT.  Oh,  yes,  surely. 

The  Chairman.  Well  now,  you  say  another  time  you  were  put  out  of 
the  office,  in  July? 
Mr.  PiGOT,  Out  of  the  yard. 
The  Chairman.  Out  of  the  yard? 
Mr.  PiGOT.  Out  of  the  yard,  yes. 

The  Chairman.  How  long  was  that  before  you  left  the  Shipping 
Board's  employ? 

Mr.  PiGOT.  1  was  there  still  in  the  Shipping  Board  employ. 

The  Chairman.  How  long  was  it  before  you  left  the  Shipping 
Board  employ? 

Mr.  PiGOT.  That  was  on  June  29,  and  I  was  released  by  the  Ship- 
ping Board,  according  to  Admiral  Benson,  on  July  1. 

The  Chairman.  "Well  now,  did  that  arise  out  of  some  dispute  as  to 
time  and  material? 

Mr.  PiGOT.  No,  that  arose  because  Mr.  McNabb,  the  local  chief 
timekeeper  at  the  Crane  yard  for  the  Shipping  Board,  told  the  Crane 
people  that  I  was  no  longer  in  the  employ  of  the  Shipping  Board,  that 
1  had  been  released. 

The  Chairman.  Oh,  I  see.  Well,  McNabb  was  mistaken,  was  he? 

Mr.  PiGOT.  ][^o,  it  seems  not.  I  could  not  get  the  information  from 
45  Broadway,  so  I  wrote  Admiral  Benson  about  it,  and  he  said  it 
was  all  right,  that  I  was  released;  I  was  dismissed  as  a  matter  of 
economy.  I  have  got  his  letter  here. 

The  Chairman.  Well,  you  were  dismissed  the  1st  of  July,  were 
you?  [Mr.  Pigot  produced  a  letter  and  handed  it  to  the  chair- 
man.] 

The  Chairman.  This  is  a  letter  dated  August  24,  in  which  he 
states  that  you  were  released  June  14th,  and  he  attached  a  copy  of 
a  letter. 

Mr.  Pigot.  Yes. 

The  Chairman.  Of  June  14,  advising  you  of  being  released;  but 
you  never  got  it ;  is  that  it  ? 
Mr.  Pigot.  I  never  got  it ;  never  got  it  yet. 

The  Chairman.  And  he  further  states  that  no  charges  were  made 
against  you,  and  your  release  was  brought  about  by  the  necessity  of 
a  considerable  reduction  in  the  force. 
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Mr.  PiGOT.  That  is  what  the  letter  says. 

The  Chapman.  Now,  do  you  have  a  schedule  to  go  by,  Mr.  Pigot, 
when  you  are  checking  up  labor  and  material  on  these  ships? 

Mr.  PiGOT.  Just,  what  do  you  mean  by  a  schedule,  Mr.  Chairman? 

The  Chairman.  Well,  when  you  go  aboard  there  and  find  out  what 
these  men  are  all  doing,  what  they  are  there  for,  and  what  work  is 
goin^  on,  do  you  know  whether  tney  are  using  the  material  that  is 
required,  or  whether  they  are  using  more  than  is  required,  or 
whether  they  are  using  less,  or  whether  they  are  using  a  different" 
kind?  Do  you  ha ve  some  schedule ? 

Mr.  Pigot.  You  are  asking  a  very  broad  question  there. 

The  Chairman.  Well,  I  want  to  Imow. 

Mr.  Pigot.  Well,  we  do  and  we  don't  know.  That  is,  I  won't  say 
"  we,"  I  will  ssLj  I  do  and  did  not ;  I  did  and  I  did  not.  If  you 
have  no  requisition  you  can  not  work. 

The  Chairman.  When  you  did  know,  what  did  you  have  so  that 
you  were  able  to  know  ? 

Mr.  Pigot.  You  mean,  any  official  documents  or  anything? 

The  Chairman.  You  said  you  did  know  and  you  didn't  know. 
Now,  I  say,  when  you  did  know  what  did  you  have  so  as  to  be  able 
to  knoV? 

Mr.  Pigot.  Oh,  well,  the  requisition. 

The  Chairman.  The  reqtiisition.   Would  that  set  forth  the  num- 
ber of  men  that  would  be  required  to  work  ? 
Mr.  Pigot.  No. 

The  Chairman.  Well,  how  did  you  know  whether  they  had  too 
many  men  or  not  enough  ? 

Mr.  Pigot.  It  was  none  of  my  business. 
The  Chairman.  None  of  your  business? 

Mr.  Pigot.  No;  that  was  the  department  of  engineer's  business. 
We  had  no  control  over  that  whatever.  If  we  interfered  in  there  we 
would  get  in  hot  water. 

The  Chairman.  Did  the  engineers  have  some  checkers  there,  too  ? 

Mr.  Pigot.  No. 

The  Chairman.  Inspectors? 

Mr.  Pigot.  No  ;  only  the  local  time  and  material  office. 
The  Chairman.  Well,  now,  Mr.  Pigot,  you  have  tpld  us  what  you 
did  when  you  got  aboard  the  vessel ;  you  got  the  names. 
Mr.  Pigot.  Numbers. 

The  Chairman.  Or  the  numbers  of  these  men. 
Mr.  Pigot.  Names  or  numbers.   Sometimes  names,  according  to 
the  job ;  yes. 

The  Chairman.  And  found  out  whether  they  were  in  the  engineer- 
ing force,  or  whether  they  were  caulkers  or  carpenters,  or  whatever 
it  was. 

Mr.  Pigot.  What  job  they  were  on. 

The  Chairman.  After  you  did  that  and  got  that  information,  what 
would  you  do  in  checking  up  the  job,  after  you  had  got  that  infor- 
mation ? 

Mr.  Pigot.  I  would  go  as  they  came  aboard  and  take  the  time  of 
each  man  separately  and  individually,  and  the  whole  thing  col- 
lectively, and  make  my  daily  reports  and  all  that,  and  stick  to  the 
job  until  it  was  done. 
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The  Chairman.  What  would  you  have  to  advise  you  as  to  wh^her 
the  material  that  was  being  ifurnished  was  that  called  for  by  the 
reouisition? 

Sfr.  PiGOT.  It  was  supposed  to  be  called  for  by  the  requisition  in 
SOTtte  cases,  but  not  in  all. 

The  Cbcairman.  When  it  was  not  called  for  by  the  requisition, 
what  did  you  do? 

Mr.  PiGOT.  Passed  it  along,  let  it  go  through.  We  had  no  author- 
ity whatever  in  that  way. 

The  Chairman.  But  you  would  check  it  up,  would  you  not  ? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  Find  out  how  much  there  was  of  it  ? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  where  it  was  being  used  ? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  As  far  as  the  checking  up  of  the  work  went,  it 
made  no  diflPerence  whether  you  had  the  requisition  or  not,  as  far 
as  your  being  able  to  check  up  what  was  being  actually  done  and 
what  material  was  actually  used,  did  it  ? 

Mr.  PiGOT.  No,  no.  I  would  check  it  up,  anything  coming  aboard 
on  that  job  I  would  check  it  up,  requisition  or  no  requisition. 

The  Chairman.  That  is  it.  Now,  you  would  make  a  daily  report? 

Mr.  PiooT.  Yes,  sir. 

The  Chairman.  And  after  the  work  was  done  you  would  make  a 
summary,  would  you  ? 
Mr.  PiGQT.  No. 

The  Chairman.  You  would  not  ? 

Mr.  PiGOT.  It  is  not  necessary  at  all. 

The  Chairman.  That  would  not  be  necessary? 

Mr.  PiGOT.  No,  that  was  superfluous. 

The  Chairman.  Was  there  anything  with  reference  to  the  actual 
checking  of  the  time  and  material  that  could  have  been  done  better  ? 
Mr.  PiGOT.  Competency ;  that  is  all. 
The  Chairman.  Well,  by  having  more  competent  men  ? 
Mr.  PiGOT.  Aye,  aye. 

The  Chairman.  Did  they  have  enough  men  to  cover  the  jobs,  ac- 
cording to  your  observation? 

Mr.  PiGOT.  Sometimes  yes  and  sometimes  no. 

The  Chairman.  Would  they  have  more  men  for  a  large  job  than 
they  would  for  a  small  one  ? 

Mr.  PiGOT.  Not  necessarily,  unless  it  happened  to  be  a  large  ship, 
say  for  instance — do  you  want  data  on  the  Crane  yard,  or  generally? 

The  Chairman.  Generally ;  the  yards  that  you  have  been  in ;  you 
have  been  in  several  yards.  • 

Mr.  PiGOT.  Yes.  You  take  the  ships  they  have  got  down  at 
Crane's;  they  did  not  run  much  more  than  5,000,  did  they — ^tons? 
[Addressing  Mr.  Lafferty.]  But  you  take  the  Morse  yard;  they 
could  dock  a  30,000-ton  ship.  They  would  have  perhaps  four  gang- 
ways— two  gangways  forward  and  aft  on  each  end  of  the  dock — and 
you  would  have  to  pile  up  your  men  on  each  end ;  but  we  did  not 
run  across  much  of  that. 

The  Chairman.  Did  you  run  across  many  excessive  charges  being 
made  in  any  of  these  yards? 

Mr.  PiGOT.  Excessive  charges  ? 
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The  Chairman.  Yes. 
Mr.  PiGOT.  I  certainly  did. 
The  Chairman.  For  what? 

Mr.  PiGOT.  For  labor  and  material,  especially  labor. 
The  Chairman.  Now,  what  was  that? 

Mr.  PiGOT.  Do  you  want  a  specific  case,  or  do  you  want  me  to 
cover  it  as  a  blanket  ? 

The  Chairman.  Well,  I  would  like  to  have  you  give  us  a  specific 
case  of  an  excessive  charge  for  labor  and  material. 

Mr.  PiGOT.  I  have  no  special  data  with  me,  but  I  will  tell  you  how 
it  was  done.  Thej  would  charge  more  men  on  a  job  than  were  on 
the  job  to  a  certain  ship,  if  there  was  one  ship  in  work.  If  there 
were  two  ships  in  work,  we  will  say  one  was  a  contract  job  and  the 
other  was  a  time  and  material  job,  commercial-rate  job.  The  con- 
tract job  meant  that  there  was  a  job  for  so  much;  do  it.  We  did 
not  cover  that,  excepting  in  a  perfunctory  way,  at  times  when  we 
thought  it  was  necessary,  to  see  that  something  was  going  on ;  but 
that  was  none  of  our  business,  as  a  rule,  the  contract  job. 

The  Chairman.  Wait  just  a  moment  before  you  go  on.  Let  me 
ask  you  about  that.  You  say  that  where  the  ship  was  put  in  the 
yard  to  have  repairs  done  for  a  lump  sum,  say  $25,000  for  these 
repairs,  you  did  not  bother  to  check  up  that  work  at  all  ? 
'  Mr.  PiGOT.  Only  in  a  perfunctory  way.  There  was  nothing  defi- 
nite about  doing  it.  The  contract  jobs  went  on  without  being  cov- 
ered, many  times.  Sometimes  they  were ;  sometimes  they  were  not. 
But  all  commercial-rate  jobs  were  covered. 

The  Chairman.  I  am  not  asking  about  commercial-rate  jobs,  Mr. 
Pigot. 

Mr.  PiGpT.  All  right. 

The  Chairman.  1  am  asking  about  a  lump-sum  contract  job. 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  You*  say  that  you  would  not  follow  up  the  work 
under  a  lump-sum  contract  job? 
Mr.  PiGOT.  Not  closely. 

The  Chairman.  You  say  in  a  perfunctory  way  you  would  follow 
it.    What  would  be  the  idea — ; —  . 
Mr.  PiGOT.  We  would  keep  our  eyes  open  for  extras. 
The  Chairman.  Well,  how  often  would  you  go  aboard  a  ship 
where  that  work  was  going  on  ? 

Mr.  PiGOT.  We  might  be  assigned  to  it  for  the  whole  time  doin^  it, 
and  might  only  be  there  a  little  while.   I  might  be  on  another  job, 
and  once  in  a  while  drift  over  to  it  and  have  a  look  over  it. 
The  Cbcairman.  But  you  would  not  follow  up  to  see  if  the  proper 


Mr.  PiGOT.  That  was  outside  our  province  entirely. 
The  Chairman.  All  right,  sir.    Now,  were  you  starting  to  say, 
Mr.  Pigot,  that  there  would  be  a  lump-sum  job  and  a  commercial- 
rate  job  going  on  at  the  same  time? 
Mr.  PiGOT.  I  was. 

The  Chairman.  What  might  happen  there? 

Mr.  PiGOT.  We  will  sav  this  is  a  bulkhead  [indicating],  it  might 
be  a  pier  just  as  well.  There  is  a  contract  job  and  here  is  a  time  and 
material  job,  or  it  might  be  just  different.  Time  and  material  jobs, 
of  course,  we  had  men  to  cover.   The  contract  job,  as  I  told  you, 
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was  covered  only  in  a  perfunctory  way.    We  had  nothing  to  do  with 
the  time  and  material,  practically,  at  all.   They  would  load  up  the 
commercial  job,  the  time  and  material  job,  with  men  that  were 
working  on  here  [indicating]. 
The  Chairman.  On  the  contract  job? 

Mr.  PiGOT.  Yes.  Thev  would  charge  them  against  this  time  and 
material  job,  and  have  them  working  over  here  [indicating]. 

The  Chairman.  Well,  would  you  discover  that? 

Mr.  PiGOT.  Oh,  I  did,  yes.  That  is  why  I  got  in  bad  with  the 
Crane  yard.  I  got  beaten  up  and  threatened  U)  be  murdered,  and 
things  like  that.  There  was  a  very  pleasant  situation  down  there ; 
a  nice  lively  yard,  believe  me. 

Now,  there  might  be  a  private  job  here  [indicating],  and  a  con- 
tract job  there,  and  a  time  and  material  job  here.  Fellows  they 
had  working  on  those  two  vessels  would  be  charged  up  on  this  time 
and  material  job,  if  you  didn't  look  out,  and  you  had  to  throw  them 
out.  There  might  be  another,  there  might  be  a  number  of  vessels 
there,  and  they  would  load  all  of  them  together  

The  Chairman.  Well,  there  might  be;  but  now  I  am  asking  you 
if  you  know  of  instances  where  there  was. 

Mr.  PiGOT.  Yes ;  and  I  threw  it  out. 

The  Chairman.  Well,  was  it  paid  for? 

Mr.  PiGOT.  It  was  not  paid  for,  no ;  as  far  as  I  know.  Mr.  Laf- 
f erty  can  tell  you  about  that. 

The  Chairman.  When  you  discovered  that  you  would  report  it 
to  the  proper  authorities,  and  you  assumed  that  the  proper  adjust- 
ment was  made? 

Mr.  PiGOT.  Yes ;  there  was  usually — when  there  was  much  differ- 
ence, there  was  usually  quite  a  little  scrap  over  it. 

The  Chairman.  Would  you  be  called  in  by  anybody  to  verify  your 
reports? 

Mr.  PiGOT.  Yes. 

The  Chairman.  Who  would  do  that? 

Mr.  PiGOT.  Usually  my  chief  timekeeper,  sometimes  Mr.  Lafferty 
would  enter  into  it,  etc.  I  remember  one  instance  they  were  trying 
to  put  something  over,  and  I  had  got  sick  of  the  whole  confounded 
scheme  down  there,  and  I  came  into  the  office  and  Lafferty  was  there, 
and  MoNabb  was  there.    Do  you  remember  that  day,  Lafferty  ? 

The  Chairman.  Never  mind  any  conversation  with  Mr.  Lafferty. 
You  are  testifying  under  oath  here. 

Mr.  PiGOT.  I  am.  I  said  to  Mr.  Lafferty  and  to  the  rest  of  them, 
I  said,  "  Now,  it  is  about  time  the  Crane  yard — this  thing  of  the 
Crane  yard  running  this  Shipping  Board  office  should  be  stopped." 
Whatever  the  trouble  was  I  forget,  but  we  took  it  up,  and  they  ad- 
justed the  matter  and  got  it  straightened  out. 

The  Chairman.  Do  you  know  of  any  instances  where  the  matter 
was  not  straightened  out,  as  you  reported  things  of  this  sort  ? 

Mr.  PiGOT.  Where  the  matter  was  not  straightened  out  ? 

The  Chairman.  Yes. 

Mr.  PiGOT.  I  had  nothing  to  do  with  the  auditing  of  the  bills. 

The  Chairman.  I  did  not  ask  you  that.  I  asked  you  if  you  know 
of  any  instance  where  you  reported  things  of  this  sort  and  where  the 
matter  was  not  straightened  out?    Do  you  know  that? 
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Mr.  PiGOT.  No. 

The  Chairman.  You  do  not? 

Mr.  PiGOT.  Not  definitely ;  no. 

The  Chairman.  I  see.  Did  you  come  across  any  instances  of  where 
material  would  be  taken  out  oi  one  Shipping  Board  ship  and  used  in 
making  repairs  on  another  ship  ? 

Mr.  PiGOT.  No ;  I  could  not  say  that. 

The  Chairman.  And  charged  for  as  new  uiaterial? 

Mr.  PiGOT.  No. 

The  Chairman.  Would  you  have  supervision,  Mr.  Pigot,  of  the 
material  that  did  come  out,  checking  that? 

Mr.  PiGOT.  Yes,  sir;  we  had  to  keep  a  record  of  everything  that 
left  the  ship,  that  was  Shipping  Board  property,  and  everything  that 
came  on  the  ship  that  was  charged  against  the  Shipping  Board. 

The  Chairman.  Did  you  come  across  any  instances  of  any  irregu- 
larities in  reference  to  material  coming  off  the  ship  ? 

Mr.  PiGOT.  Coming  out  ? 

The  Chairman.  Yes. 

Mr.  PiGOT.  They  would  all  try,  all  the  yards  would  try  to  get  it 
without  giving  the  Shipping  Board  credit  for  it  if  they  could. 

The  Chairman.  Well,  do  you  recall  any  instances  where  they  did  ? 

Mr.  PiGOT.  Why,  I  would  stop  it;  as  far  as  I  was  concerned  I 
would  stop  it.  I  saw  that  the  Shipping  Board  got  credit,  whatever 
vessel  I  was  on. 

The  Chairman.  Do  you  know  of  any  instances  of  these  yards 
awarding  work  to  subsidiary  corporations  of  their  own? 

Mr.  PiGOT.  Yards  giving  contracts,  subcontracts^  to  subsidiaries  of 
their  own  ? 

The  Chairman.  Yes. 

Mr.  PiGOT.  Why,  that  question  is  not  quite  clear.  They  may  have 
a  painting  department,  or  they  may  be  interested  in  some  painting 
concern.  Would  you  call  that  a  subsidiary? 

The  Chairman.  Well,  what  I  am  endeavoring  to  ascertain  is,  if 
you  have  any  knowledge  of  where  any  of  these  repair  yards  where 
you  worked,  sublet  a  contract  for  part  of  the  work  to  some  other 
concern  which  was  a  subsidiary  of  the  repair  yard,  either  for  boiler 
scaling  or  for  painting,  or  for  doing  part  of  the  work. 

Mr.  PiGOT.  Why,  they  would  have  some  painting  done  by  some 
other  company,  some  painting  concern  that  was  outside  of  their  own ; 
some  asbestos  work  done  by  some  concern  outside  of  their  own,  if  they 
did  not  have  the  equipment,  or  something  in  that  way.  That  is  all 
I  know. 

The  Chairman.  When  that  was  done,'  Mr.  Pigot,  would  you  check 
up  the  amount  and  the  material  done  by  this  outside  concern  ? 
Mr.  PiGOT.  Oh,  yes. 
.The  Chairman.  Just  the  same? 
Mr.  PiGOT.  Just  the  same. 

The  Chairman.  As  part  of  the  original  contract  ? 
Mr.  Pigot.  Yes,  sir. 

The  Chairman.  Or  arrangement  for  repairs? 

Mr.  Pigot.  Yes,  sir;  and  that  it  was  so  and  so  did  the  job;  James 
Brown  &  Co.  did  the  job,  and  whether  it  was  a  Crane  yard  job  or  a 
Morse  yard  job. 
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The  Chairman.  I  see.  Were  you  familiar  with  the  provisions  of 
this  M.  O.  3  agreement? 

Mr.  PiGOT.  1  don't  know  it  by  that  name,  that  number.  I  did  not 
follow  those  things.  What  page  is  that,  please? 

The  Chairman.  I  do  not  know  what  page  it  is  on.  I  am  asking 
you  if  yoxi  are  familiar  with  this  M.  O.  3  agreement,  under  which 
these  ships  were  operated? 

Mr.  PiGOT.  If  you  ask  me  some  questions  about  it,  perhaps  I  can 
remember  it. 

The  Chairman.  Well,  do  you  know  the  agreement  under  which 
the  repairs  were  to  be  supervised  by  the  bureau  of  survey? 

Mr.  PiGOT.  Do  you  mean  that  one  entered  into  about  six  months 
ago? 

The  Chairman.  I  do  not  know  when  it  was  entered  into,  and 
I  do  not  care.  I  am  asking  you  if  you  know  of  any  agreement 
entered  into  with  the  bureau  of  survey  whereby  they  were  to  super- 
vise the  repairs? 

Mr.  PiGOT.  Why,  I  saw,  some  official  paper  some  time  last  spring 
advising  the  different  yarids,  or  somebody,  about  an  outside  concern 
going  to  be  employed  to  take  over  the  survey,  etc.,  and  all  that,  of 
vessels. 

The  Chairman.  Was  that  sent  to  you  officially  in  the  usual  course? 

Mr.  PiGOT.  No.  I  saw  it.  I  have  a  habit  of  picking  things  up  and 
reading  them. 

The  Chairman.  You  were  not  notified? 

Mr.  PiGOT.  I  was  not  notified;  I  saw  it  in  somebody's  office. 

The  Chairman.  I  see.  With  reference  to  your  employment  at  the 
Crane  yard,  I  understood  yon  to  say  that  you  had  been  threatened 
down  there. 

Mr.  PiGOT.   Oh,  my;  that  was  a  daily  occurrence. 
The  Chairman.  By  whom  ? 

Mr.  PiGOT.  Well,  the  workmen  would  threaten  me. 
The  Chairman.  For  what? 

Mr.  PiGOT.  For  keeping  time  right;  and  the  Crane  timekeeper 
would  threaten  me  because  I  would  not  keep  the  time  they  wanted; 
the  way  they  wanted  me  to  keep  it. 

The  Chairman.  Well,  now,  did  you  have  somebody  working  there 
with  you? 

Mr.  PiGOT.  Yes. 

The  Chairman.  Did  you  ever  hear  of  that  man  being  theratened? 
Mr.  PiGOT.  No.  He  was  a  big  fellow. 
The  Chairman.  Well,  who  was  he?; 

Mr.  PiGOT.  Mr.  Stallard  was  one ;  he  worked  with  me  there. 

The  Chairman.  How  do  you  spell  it;  if  you  know? 

Mr.  PiGOT.  S-t-a-l-l-a-r-d. 

The  Chairman.  What  was  he,  Mr.  Pigot? 

Mr.  PiGOT.  He  was  another  time  and  material  checker. 

The  Chairman.  He  was  the  same  sort  of  an  employee? 

Mr.  PiGOT.  Yes;  th,e  same  as  myself;  yes. 

The  Chairman.  You  say  you  never  heard  any  threats  made 
against  him  ? 

Mr.  PiGOT.  No ;  I  guess  they  thought  they  went  too  far  with  him. 
The  Chairman.  Never  mind  the  reason.  I  am  asking  you  if  you 
^eard  any  threats  being  made  against  Mr.  Stallard  ? 
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Mr.  PiGOT.  None. 

The  Chairman.  Did  you  ever  work  with  anybody  else  in  any  way? 

Mr.  PiGOT.  I  do  not  recall  who  else  might  have  been  around  when 
threats  were  made  against  me. 

The  Chairman.  No,  did  you  ever  hear  anybody  else  who  worked 
with  you  being  threatened,  or  were  the  threats  usually  directed 
against  you? 

Mr.  PiGOT.  Why,  those  things  were  so  common  you  forgot  them. 
It  is  like  eating  your  three  meals  a  day  and  forgetting  about  them. 

The  Chairman.  Well  now,  did  this  happen  in  other  yards  besides 
the  Crane  yard  ? 

Mr.  PiGOT.  Yes. 

The  Chairman.  Threats  were  made  in  other  yards? 

Mr.  Pigot.  Yes;  oh,  my,  ves.  I  had  an  experience  at  the  Atlantic 
Basin  Iron  Works,  over  at  Clifton,  Staten  Island,  on  the  West  Alsack. 
I  had  been  sent  up  from  the  Morse  yard  to  install  and  instruct  the 
new  system,  as  it  was  then  known,  i  seem  to  have  been  one  of  the 
first  to  have  taken  it  up  in  the  Morse  yard  and  mastered  it  in  such  a 
way  that  Mr.  McLaughlin  in  New  York  paid  me  a  high  compliment. 

The  Chairman.  Well,  what  were  you  sent  up  there  to  do  f 

Mr.  Pigot.  To  instdU  this  system. 

The  Chairman.  What  system? 

Mr.  Pigot.  I  went  up  there,  and  the  vessel  

The  Chairman.  What  was  the  system,  Mr.  Pigot? 

Mr.  PlGOT.  The  new  system,  the  present  system  of  checking  the 
labor,  time,  and  material. 

The  Chairman.  Oh,  yes. 

Mr.  Pigot.  Which  is  very  fine,  if  properly  done. 

The  Chairman.  What  system  did  they  have  before? 

Mr.  Pigot.  0h,  my,  none. 

The  Chairman.  They  did  not  have  any? 

Mr.  Pigot.  No. 

The  Chairman.  Well,  what  happened  when  you  got  up  there? 

Mr.  Pigot.  Well,  finally  I  found  the  man  who  was  chief  checker 
there,  who  ought  to  have  been  there  at  half  past  7  and  did  not  get 
there  until — I  don't  know  what  time  in  the  morning,  but  I  got  over 
to  the  West  Alsack  at  Clifton  at  12  o'clock,  got  aboard  the  ship, 
and  there  were  men  scattered  all  over.  One  o'clock  came  and  there 
didn't  seem  to  be  anybody  going  to  work.  A  few  fellows  were  up 
under  the  forecastle  end  asleep,  some  other  fellows  were  playing 
craps,  and  others  sitting  around  talking,  etc. 

The  Chairman.  When  was  this? 

Mr.  Pigot.  I  have  not  got  that  data  with  me.  Last  spring. 
The  Chairman.  Last  spring? 

Mr.  Pigot.  It  was  last  spring;  no,  the  spring  of  1919,  not  1920. 
I  said,  " Boys,  it  is  1  o'clock."  " We  know  it"  ''What  is  the  matter 
with  being  on  the  job?"  "  Oh,  hell,  there  is  lots  of  time."  "  I  said, 
"  Yes,  but  the  Shipping  Board  don't  like  that."  I  said,  "  The  Ship, 
ping  Board  is  only  paying  for  the  time  you  work,  you  know.  I  am 
going  to  take  your  time." 

I  took  some  time,  and  we  had  a  nice  time,  I'll  tell  you,  for  about  a 
week — ^the  West  Alsack  and  the  Atlantic  Basin  Iron  Works  and  my- 
self. It  seemed  that  the  men  were  under  the  impression  that  they 
could  come  on  the  job  when  they  pleased  in  the  morning,  take  as 
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much  time  as  they  wanted  at  noon  for  lunch,  and  get  back  on  the 
job  and  leave  when  they  liked  it. 

The  Chairman.  Did  they  tell  you  that,  some  of  them  ? 

Mr.  PiGOT.  That  is  the  way  they  acted,  and  that  is  the  way  they 
worked.   That  is  the  way  they  came  aboard.   I  was  keeping  time, 

fnd  they  were  coming  aboard  the  vessel  at  all  hours  in  the  morning, 
rom  8  o'clock  on,  and  expected  full  time  from  half  past  7.  They 
were  knocking  off  before  12  o'clock,  and  I  forget  about  whether  they 
took  a  half  hour  or  an  hour  for  lunch,  but  anyhow  they  were  knock- 
ing off  a  quarter  of  an  hour  ahead  of  time,  and  perhaps  coming  back 
anywhere  from  a  quarter  of  an  hour  to  half  an  hour  after. 

That  went  along  Until  I  put  my  foot  down,  and  I  was  threatened 
several  times  with  being  thrown  overboard  and  having  my  face 
beaten  in,  and  heing  beaten  up,  and  all  that  sort  of  thing. 

The  Chairman.  This  was  some  of  the  men  that  you  were  watch- 
ing over  ? 

Mr.  PiGOT.  Yes.  I  took  the  matter  up  with  Mr.  Figary — don't 
know  how  to  spell  it,  just  Figary — the  chief  timekeeper  for  the 
United  States  Shipping  Board  at  the  Atlantic  Basin  Iron  Works 
office.  He  promised  to  back  me  up,  but  I  foi^nd  that  his  end  of  it 
was  not  being  taken  care  of.  Men  were  claiming  to  go  over  to  the 
shop,  and  coming  back  and  saying  that  they  could  not  find  any  time- 
keepers over  there. 

Well,  on  investigation  afterwards  I  found  out  that  things  were 
not  being  handled  right  on  that  end  of  the  line,  and  the  carelessness 
there  in  the  conduct  of  the  Figary  office  was  such  that  it  prompted 
the  Atlantic  Basin  Iron  Wortei'  men  to  do  as  they  liked.  I  was  a 
novelty  to  them,  and  they  could  not  understand  it.  The  new  system 
was  resisted,  etc.,  and  all  that;  but  I  put  the  new  system  into  force, 
which  brought  the  Atlantic  Basin  Iron  Works  into'disfav  r  with 
the  New  York  office,  and  of  course,  myself  into  disfavor  with  every- 
bodv  in  general. 

The  Chairman.  Well,  that  was  what  they  threatened  to  do  to  you, 
throw  you  overboard? 

Mr.  PiGOT.  Oh,  threatened,  yes ;  and  a  couple  of  them  stood  there 
one  day  and  did  all  they  could  to  prompt  me  into  

The  Chairman.  Did  you  bring  those  to  the  attention  of  the  offi- 
cials of  the  Atlantic  Basin  people  ? 

Mr.  PiGOT.  Yes,  sir ;  they  eventually  got  there. 

The  Chairman.  Eventually? 

Mr.  PiGOT.  Eventually  got  before  the  

The  Chairman.  Well,  do  3^ou  mean  to  say  that  if  one  of  their  men 
threatened  to  throw  you  overboard  because  you  were  checking  up 
the  time,  that  you  did  not  go  immediately  to  the  Atlantic  Basin  offi- 
cials and  tell  them  about  it? 

Mr.  PiGOT.  My  dear  sir,  I  would  have  been  called  up  on  the  carpet 
over  at  11  Broadway,  and  I  would  have  been  

The  Chairman.  Never  mind.   I  am  asking  you,  did  you? 

Mr.  PiGOT.  I  would  not  be  allowed  to.  ft  would  have  been  un- 
official for  me  to  do  so.  I  would  have  to  tell  so  and  so  to  tell  so  and 
so  to  tell  them. 

The  Chairman.  Is  that  so  ?  Then  that  part  of  the  system  was  not 
working  very  well,  was  it  ? 
Mr.  PiGOT.  Not  very  well;  not  for  immediate  action;  no. 
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The  Chairman.  Do  you  have  anything  to  do  with  that  part  of 
the  system  ?  •  " 
Mr.  PiGOT.  Me? 
The  Chairman.  Yes. 
Mr.  PiGOT.  The  jump- jump? 
j-he  Chairman.  Yes. 

Mr.  PiGOT.  If  I  wanted  to  get  anything  to  anybody  else — perhaps 
he  was  four  or  five  places  up — I  would  have  to  tell  every  other  fel- 
low along  the  line  to  get  to  them. 

The  Chairman.  Therefore,  if  you  were  threatened  at  a  yard,  the 
system  that  was  in  effect  there  was  such  that  you  could  not  report 
that  threat  being  made  by  a  workman  to  the  officials  or  the  owners 
of  the  yard  ? 

Mr.  PiGOT.  No;  I  would  have  to  tell  somebody  else  ahead  of  me; 
some  superior. 
The  Chairman.  Who  would  you  have  to  tell? 
Mr.  PiGOT.  I  would  tell  the  chief  checker. 
The  Chairman.  Well,  did  they  throw  you  overboard? 
Mr.  PiGOT.  No ;  not  yet. 

The  Chairman.  Did  they  ever  try  to  throw  you  overboard? 

Mr.  PiGOT.  Oh,  well,  that  thing  got  to  be  so  common  

The  Chairman.  No,  I  am  not  asMng  what  got  to  be  so  common, 
Mr.  Pigot.   I  asked  you  the  simple  question,  did  they  ever  try? 

Mr.  PiGOT.  The  nearest  they  ever  got  to  it  was  to  breast  up 
against  me. 

The  Chairman.  Oh,  just  brush  by  you? 

Mr.  Pigot.  Try  to  rush  me. 

The  Chairman.  Try  to  rush  you? 

Mr.  Pigot.  Yes. 

The  Chairman.  The  workmen  did  that? 
Mr.  Pigot.  The  workmen  did  that ;  yes. 

The  Chairman.  When  would  they  do  that,  during  the  working 
hours  or  

Mr.  Pigot.  Oh,  these  wer6  individual  instances. 

The  Chairman.  I  see.  Do  you  know  of  your  own  knowledge  any 
instances  of  any  Shipping  Board  officials  being  offered  bribes  by  any- 
body in  these  repair  yards? 

Mr.  Pigot.  No. 

The  Chairman.  You  do  not  know  anything  about  that? 
Mr.  Pigot.  No. 

The  Chairman.  What  are  you  doing  now,  Mr.  Pigot? 
Mr.  Pigot.  Right  here ;  nothing  to  do. 

The  Chairman.  I  mean,  what  have  you  been  doing  since  you  left 
the  Shipping  Board  ? 

Mr.  Pigot.  Oh,  well,  I  have  looked  up  some  business  for  the  future, 
for  next  spring,  that  I  may  get  into.  I  helped  out  in  the  holiday 
rush  on  art  in  some  concern  that  sells  art;  doing  little  things  that 
don't  amount  to  anything.  I  went  farming  for  awhile,  on  my  placQ 
on  Long  Island. 

The  Chairman.  When  you  were  on  these  ships  with  Mr.  Stallard, 
would  you  be  superior  to  him  or  was  he  superior  to  you? 
Mr.  Pigot.  No  ;  we  were  equal. 

The  Chairman.  You  were  equal.  And  would  there  be  inspectors 
there  from  the  operators  of  the  ship,  looking  at  this  work,  too? 
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Mr.  PiGOT.  Occasionally  they  would  com©  on.  They  would  not  be 
there  permanently.  • 

The  Chairman.  Would  there  be  inspectors  there  from  the  bureau 
of  survey? 

Mr.  PiGOT.  Sometimes  there  were  and  sometimes  not ;  not  perma- 
nently, occasionally. 

The  Chairman.  Would  there  be  any  insj)ectors  there  from  the 
division  of  construction  and  repair  of  the  Shipping  Board  ? 

Mr.  PiGOT.  They  might  come  on  and  might  not. 

The  Chairman.  Well,  occasionally  you  would  see  some  others 
there? 

Mr.  PiGOT.  Oh,  yes;  occasionally  see  somebody. 

The  Chairman.  Was  it  any  part  of  your  duty  to  report  to  any- 
body else,  except  your  chief  timekeeper  or  to  Mr.  Lafferty  ? 

Mr.  PiGOT.  You  would  get  in  bad  if  you  did,  for  you  always  re- 
ported to  your  next  superior  officer. 

The  Chairman.  I  did  not  ask  you  anything  about  getting  in  bad ; 
I  simply  asked  you  if  it  was  any  part  of  your  duty  to  report  to 
anybody  else  other  than  your  chief  timekeeper  and  Mr.  Lafferty? 

Mr.  PiGOT.  No,  sir. 

The  Chairman.  It  was  not  necessary.  Can  you  give  us  any  esti- 
mate, Mr.  Pigot,  as  to  how  many  different  ships  you  officiated  on 
as  checker  ? 

Mr.  PiGOT.  In  the  whole  time  I  was  identified  with  the  Shipping 
Board?  ^; 
The  Chairman.  Yes,  sir. 

Mr.  PiGOT.  I  might  guess  too  high  and  I  might  guess  too  Iq^,  so 
I  had  better  not  say.  .  .  ^ 

The  Cbcairman.  It  would  be  a  guess,  would  it? 

Mr.  Pigot.  Yes.  * 

The  Chairman.  Were  you  there  when  they  indulged  in  the  prac- 
tice of  submitting  every  month  a  list  of  rates? 

Mr.  Pigot.  That  would  be  the  auditing;  I  would  have  nothing  to  do 
with  that. 

The  Chairman.  Well,  did  you  see  the  list;  would  you  see  the  list? 
Mr.  Pigot.  No. 

The  Chairman.  How  could  you  tell  whether  a  charge  for  a  certain 
class  of  work  was  excessive  or  not,  if  you  did  not  know  the  rate 
that  had  been  submitted  for  that  work? 

Mr.  Pigot.  I  could  not  tell. 

The  Chairman.  You  could  not  tell.  Now,  do  you  know  of  any  un- 
due delavs  in  repairing  ships — where  they  had  been  tied  up  for  a 
length  or  time  longer  than  sufficient  to  thoroughly  make  the  repairs? 

•Mr.  Pigot.  Why,  I  can  say  in  a  general  way  there  was  a  lot  of 
that,  but  there  was  always  a  plausible  excuse  or  reason  found  for  it. 
It  was  covered  in  some  way  or  another. 

The  Chairman.  So  there  was  really  a  good  reason  for  it,  and  the 
jShipping  Board  did  not  suffer  unduly? 

Mr.  Pigot.  Some  people  would  think  it  was  a  good  reason  and 
some  would  not. 

The  Chairman.  Well,  did  you  know  the  reason  ? 

Mr.  Pigot.  Sometimes,  and  sometimes  I  did  not. 

The  Chairman.  Well,  was  it  any  part  of  your  duty  to  know  the 
'•eason? 
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Mr.  Pkh>t.  No,  sir,  it  was  not.  It  was  outside  my  province. 

The  Chairman.  Well  now,  Mr.  Pigot,  after  the  repairs  on  a  ship 
were  completed  and  you  finished  your  checking  work,  and  the  ship 
remained  at  the  same  berth  or  at  the  same  dock  or  at  the  same  pjace, 
did  you  have  any  further  supervision  over  it? 

Mr.  PiGOT.  If  the  job  was  complete  we  left  it. 

The  Chairman.  Did  you  have  any  further  supervisioii  over  it? 

Mr.  PiGor.  No,  sir. 

The  Chairman.  It  was  not  any  part  of  your  duty  to  report  when  . 
the  ship  actually  left  the  yard? 

Mr.  PiGOT.  TTiere  was  a  man  to  take  care  of  that,  that  was  his 
business. 

The  Chairman.  You,  I  say;  it  was  not  any  part  of  your  duty? 
Mr.  PiGOT.  No,  sir. 

The  Chairman.  Now,  do  you  recall  any  instance  where  repairs 
were  made,  checked  bv  you  as  complete,  and  then  immediately  other 
repairs  being  made  which — 

Mr.  PiGOT.  Oh^  yes. 

The  Chairman.  Wait  until  I  ask  the  question,  please. 
Mr.  PiGOT.  I  know  what  it  is ;  yes. 

The  Chairman  (continuing).  Which  involved  doing  over  again 
repairs  already  made  ? 
Mr.  PiGOT.  X  es. 

The  Chairman.  You  remember  instances  of  that  ? 
Mr.  PiGOT.  Yes. 

The  Chairman.  Can  you  give  us,  from  your  memory,  any  specific 
case,  or  the  name  of  any  specific  ship  ? 

Mr.  PiGOT.  Well,  it  was  a  kind  of  common  thing,  it  was  so  general. 
I  will  give  you  an  instance  of  the  Lake  Eagle^  I  think  was  fhe  name. 
She  laid  at  the  Kamberg  Dock.  If  my  memory  serves  me  right,  there 
were  no  repairs  for  five  weeks.  I  was  loaned  to  a  man  named  Curry, 
chief  checker,  from  the  Crane  yard,  to  cover  the  Eamberg  shop,  and 
while  covering  the  job  I  got  word  from  Mr.  Curry  to  keep  my  eye  on 
the  Ldke  Eagle  for  extras.  That  had  been  a  contract  job.  After  a 
couple  or  a  few  days,  my  attention  was  called, — I  let  everybody 
aboard  the  vessel  know  that  I  was  coming  aboard  to  look  after  extras 
only — my  attention  was  called  to  the  condition  of  the  electric  plant. 
I  immediately  got  in  touch  with  this, 'that,  and  somebody  else,  wh<5 
finally  got  somebody  waked  up  on  the  job,  and  they  came  down  and 
pulled  it  out.  They  took  it  up  to  the  shop  and  reinstalled  it,  and  it 
was  supposed  to  be  all  right.  I  knew  all  the  officers  and  crew  of  the 
ship.  I  found  out  afterwards  that  when  she  went  to  sea  the  ship 
practically  fell  apart ;  the  dynamo  gave  out,  the  engine  gave  out,  the 
boilers  gave  out-- — 

The  Chairman.  Where  did  you  get  all  this  information,  officially? 

Mr.  PiGOT.  In  a  semi  way  officially,  yes. 

The  Chairman.  Well,  who  from  ? 

Mr.  PiGOT.  Why,  I  think  it  was  the  second  mate  of  the  Lake 
Eagle;  I  met  him  somewhere  down  around  the  port  here. 
The  Chairman.  When  did  this  happen? 
Mr.  PiGOT.  I  have  not  the  data  with  me. 
The  Chairman.  Well,  about  when? 
Mr.  PiGOT.  I  think  that  was  some  time  in  1919. 
The  Chairman.  What  time  of  the  year? 
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Mr.  PiGOT.  Either  late  spring  or  early  summer,  something  like 
that.  I  know  anyhow  that  I  told  the  auditors  on  that  job  that  I 
would  not  pay  the  Rambergs  a  cent. 

The  Chairman.  Well,  did  she  come  back  to  some  yard  where  'you 
were  stationed  for  further  repairs? 

Mr.  PiGOT.  Why,  the  second  mate  told  me,  I  met  him  and  said, 
"  What  are  you  doinfif— 

The  Chairman.  No,  I  mean  did  you  go  aboard  the  Lake  Eagle 
subsequently,  when  she  was  being  repaired? 

Mr.  PiGOT.  No,  not  afterwards,  no. 

The  Chairman.  All  you  know  officially  is  what  somebody  told  you? 
Mr.  PiQOT.  The  second  mate  reported  to  me. 

The  Chairman.  That  is  all  you  know  about  it  anyhow,  is  it  not? 
Mr.  PiGOT.  Except  the  dynamo,  that  I  know  about. 
The  Chairman.  Well  now,  did  you  have  a  requisition  for  the  re- 
pairs to  that  dynamo  ? 
Mr.  PiGOT.  It  was  part  of  the  contract  job. 
The  Chairman.  Oh,  I  see. 

Mr.  PiGOT.  And  I  insisted  that  it  be  done  right,  the  contract  had 
not  been  fulfilled.   They  sent  in  a  bill  for  it,  and  I  threw  it  out. 
The  Chairman.  You  were  aboard  her,  watching  for  extra  work? 
Mr.  PiGOT.  Extra  work. 

The  Chairman.  And  you  discovered  the  condition  of  the  dynamo  ? 
Mr.  PiGOT.  Did  I  ?    No,  not  I.   I  was  told  about  it. 
The  Chairman.  Who  told  you  about  it? 

Mr.  PiGOT.  The  chief  engineer,  or  somebody ;  some  of  the  officers. 
The  Chairman.  Of  the  ship? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  then  you  got  in  touch  with  somebody,  and 
the  dynamo  was  repaired? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  later  you  heard  that  she  had  trouble  at  sea? 
Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  Any  questions,  Mr.  Foster? 
Mr.  Foster.  How  old  a  man  are  you? 
Mr.  PiGOT.  Fifty-eight. 

Mr.  Foster.  How  long  were  you  with  the  Shipping  Board? 
Mr.  PiGOT.  Since  last  January.   Directly  with  the  Shipping 
Board? 

Mr.  Foster.  Directly  or  indirectly,  how  long  have  you  been  asso- 
ciated with  the  Shippmg  Board? 
Mr.  Pigot.  January,  1919,  to  July  1,  1920. 
Mr.  Foster.  About  a  year  and  a  naif? 
Mr.  Pigot.  Yes,  sir. 

Mr.  Foster.  What  other  experience  have  you  had  in  the  shipping 
business? 

Mr.  Pigot.  Well,  I  was  with  the  Foundation  people  for  six  months, 
while  they  were  building  ships  over  there  at  Kearney. 

Mr.  Foster.  That  is  two  years.   What  else — what  other  kind? 

Mr.  Pigot.  I  have  visited  all  the  shipbuilding  yards  that  I  could — 
Newport  News,  and  around  the  port  of  New  York,  and  so  forth. 

Mr.  Foster.  In  what  capacity  have  you  visited  them? 

Mr.  Pigot.  Sir? 
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Mr.  Foster.  You  have  told  us  of  two  years  you  were  associated 
with  the  shipbuilding  proposition.  Is  that  all  of  your  life  you  have 
been  associated  with  the  shipbuilding  business? 

Mr.  PiGOT.  The  shipbuilding  business? 

Mr.  Foster.  Yes. 

Mr.  Pigot.  Why,  I  have  seen  a  lot  of  it  done,  without  being  identi- 
fied with  it. 

Mr.  Foster.  I  did  not  ask  you  how  much  of  it  you  had  seen.  How 
long  have  you  been  associated  in  the  business? 
Mr.  Pigot.  I  have  told  you. 
Mr.  Foster.  Is  that  all  of  it,  two  years? 
Mr.  Pigot.  That  is  all;  yes. 

Mr.  Foster.  That  is  all  I  asked  you,  then.    Couldn't  you  answer 
that  was  all? 
Mr.  Pigot.  That  is  all. 
Mr.  Foster.  What  is  your  regular  business? 
Mr.  Pigot.  I  tell  you,  art  business. 
Mr.  Foster.  What  art? 
Mr.  Pigot.  Works  of  art. 
Mr.  Foster.  What  kind  of  art? 
Mr.  Pigot.  Paintings  principally. 

Mr.  Foster.  That  is  what  I  was  trying  to  get  at.   Are  you  a 
painter? 
Mr.  Pigot.  No. 

Mr.  Foster.  What  is  the  nature  of  your  association  with  it? 
Mr.  Pigot.  How  is  that? 

Mr.  Foster.  What  do  you  d^o  with  it?   What  is  your  association 
with  the  art  of  painting? 
Mr.  Pigot.  Oh,  buy  and  sell  and  collect — a  dealer. 
Mr.  Foster.  You  sell  pictures? 
Mr.  Pigot.  Yes,  sir. 

Mr.  Foster.  How  long  have  you  been  at  that? 
Mr.  Pigot.  Oh,  about  20  years,  I  should  say. 
Mr.  Foster.  That  is  your  real  business? 

Mr.  Pigot.  That  is  what  I  call  my  real  business.  I  do  other  things 
also. 

Mr.  Foster.  You  have  been  in  the  shipping  business  about  two 
years,  all  told? 
Mr.  Pigot.  Yes. 

Mr.  Foster.  From  your  observation  during  those  two  years,  if  the 
responsibility  were  on  you  to  suggest  what  changes  ought  to  be 
made  for  the  good  of  the  Government,  to  protect  the  Government 
interests  in  that  shipping  business,  what  would  you  say?  What 
changes  should  be  made  now,  as  you  observed  them;  or  are  you 
competent  to  answer  that? 

Mr.  PiGGOT.  Yes. 

Mr.  Foster.  Well,  let  us  hear  it,  then. 
Mr.  Pigot.  Employ  competent  men. 

Mr.  Foster.  Were  they  competent  when  you  worked  for  them? 
Mr.  Pigot.  How? 

Mr.  Foster.  Were  they  competent  when  you  were  working  for 
them? 

Mr.  Pigot.  Some  were  and  some  were  not. 
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•  Mr.  Foster.  Well,  let  us  get  down  to  that.  Employ  competent 
men;  that  is  good  in  any  business,  is  it  not?  Wherein  was  the  in- 
competency in  the  organization  as  you  saw  it? 

Mr.  PiGOT.  All  through  it. 

Mr.  Foster.  Including  you  ? 

Mr.  Pigot.  How? 

Mr.  Foster.  Including  you?    "AU  through  it"  does  not  give  it. 
Mr.  Pigot.  I  think  my  record  is  all  right. 

Mr.  Foster.  Then  it  was  not  all  through,  was  it?  Can  you  not 
put  your  finger  on  something  to  show  us  where  the  incompetency 
was,  instead  of  saying  "  All  through  it"? 

Mr.  Pigot.  I  might  be  sued  for  libel ;  I  might  have  to  prove  it. 

Mr.  Foster.  Is  that  the  reason  you  assign  for  not  wanting  to 
answer  that  question  ? 

Mr.  Pigot.  I  think  I  had  better  put  it  that  way ;  yes. 

Mr.  Foster.  Well,  I  aiji  not  asiang  you  what  you  think  you  had 
better  do.    Is  that  the  way  you  put  it? 

Mr.  Pigot.  Yes;  all  right. 

Mr.  Foster.  That  is  all,  then. 

The  Chairman.  Mr.  Steele. 

Mr.  Steele.  If  you  were  in  no  danger  of  any  suit  for  slander,  you 
are  not  printing  this  yourself,  but  as  a  witness  in  court,  would  you 
still  decline  to  answer  that  question  as  to  where  the  incompetency 
exists? 

Mr.  Pigot.  I  might  talk  to  you  privately  outside. 
Mr.  Steele.  No;  we  want  it  publicly.   The  public  is  entitled  to 
know  it. 

Mr.  Pigot.  I  would  take  the  same  protection. 

Mr.  Steele.  You  make  a  general  charge  now  against  the  entire 
corps  of  the  Shipping  Board  here,  engaged  in  a  public  work.  Now, 
making  a  general  charge  of  that  kind  ought  to  be  substantiated  by 
facts,  not  your  own  conclusions.  Let  us  know  where  it  is  and  what 
it  consists  of.  Now,  does  incompetency  exist  in  the  Shipping  Board 
itself?    Do  you  know  anything  of  that? 

Mr.  Pigot.  Well,  we  had  sometimes  time  and  material  checkers 
that  were  not  what  I  would  call  competent. 

Mr.  Steele.  Well,  do  you  confine  it  to  the  time  and  material 
checkers  ? 

Mr.  Pigot.  As  to  the  source  of  fraud,  as  to  the  headquarters. 
Mr.  Steele.  Do  you  confine  it  to  time  and  material  checkers  ? 
Mr-  Pigot.  Oh,  no. 

Mr.  Steele.  Well,  now,  who  are  the  people  who  are  incompetent, 
and  where,  if  any,  was  the  fraud  ? 

Mr.  Pigot.  Why,  the  engineering  department,  some  of  the  men 
were  not  worth  a  rap  and  neglected  their  business. 

Mr.  Steele.  The  engineering  department  ? 

Mr.  Pigot.  Yes. 

Mr.  Steele.  Now,  is  there  anything  else  that  you  have  in  mind  of 
a  specific  character,  outside  of  the  engineering  department? 

Mr.  Pigot.  I  wish  you  had  asked  Mr.  Lafferty  about  the  auditing 
department  when  he  was  on  the  stand.   I  can  not  answer  for  that. 

Mr.  Steele.  I  am  asking  you  what  you  know  yourself,  Mr.  Pigot. 

Mr.  Pigot.  Well,  there  seemd  to  be  a  conflict  of  authority  all 
through. 
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Mr.  Steele.  Yes;  but  what  I  want  to  know  is,  where  the  in- 
competency exists  now.  Is  there  any  incompetency  that  you  have 
any  personal  knowledge  of  in  the  whole  Shipping  Board  official 
list,  outside  of  the  engineering  department? 

Mr.  PiGOT.  Within  my  range  oi  personal  knowledge,  you  want  it? 
Mr.  Steele.  Yes,  sir.  I  do  not  care  anything  about  hearsay ;  tiiat 
does  not  cut  any  figure  before  this  committee.   I  want  to  get  your 
personal  knowledge. 

Mr.  Pigot.  Only  from  general  talk  of  what  this,  that,^  and  the 


Mr.  Steele.  Well,  then,  have  you  any  personal  knowledge  of  in- 
competency at  all  ? 


Mr.  Steele.  In  respect  to  the  incompetency  of  the  official  outfit 
of  the  Shipping  Board. 

Mr.  PiGOT.  The  very  fact  that  we  would  not  get  our  requisitions 
until  the  job  was  started,  or  after  the  job  was  finished,  was  evidence 
enough  to  me  to  know  that  there  was  some  incompetency  behind 
all  that  delay. 

Mr.  Steele.  Well,  now,  have  you  any  knowledge  of  incompetency 
outside  of  your  failure  to  receive  requisitions  ? 
Mr.  PiGOT.  Why,  yes. 

Mr.  Steele.  Well,  just  tell  us  what  it  was,  then. 

Mr.  PiGOT.  The  time  and  material  men  did  not  stick  to  their  ships 
and  things  like  that,  and  accepted  the  other  fellow's  report,  the 
opponent^  report. 

Mr.  Steele.  Well,  now,  where  was  that;  just  give  us  cases  of 
that  kind  ?  Who  did  it,  and  when  was  it  done  ? 

Mr.  Pigot.  It  was  so  general  I  never  made  a  special  note  of  it. 

Mr.  Steele.  Well,  it  was  so  general.  Can  you  not  be  specific  ?  If 
it  was  general  there  must  have  been  a  number  of  cas^  of  that  kind 
that  you  could  recollect. 

Mr.  Pigot.  Those  things  you  do  not  charge  your  mind  with,  every 
day,  you  know. 

Mr.  Steele.  Can  you  mention  a  single  case  now  ? 

Mr.  Pigot.  I  would  not  make  a  specific  charge. 

Mr.  Steele.  You  would  not  make  a  specific  charge  ? 

Mr.  Pigot.  No. 

Mr.  Steele.  Well,  then,  you  have  no  specific  information  to  give 
this  committee  on  the  subject  of  incompetency,  outside  of  failure  to 
receive  requisitions? 
Mr.  Pigot.  I  would  not  want  to  commit  myself  on  that. 
Mr.  Steele.  Well,  you  have  made  a  very  sweeping  charge,  Mr. 
Pigot,  and  I  want  to  know  what  there  is  back  of  it ;  what  you  per- 
sonally know,  as  a  sort  of  groundwork  of  that  charge,  as  the  basis 


Mr.  Pigot.  My  knowledge,  personal  knowledge,  of  specific  matters 
with  reference  to  the  matter  of  requisition^,  and  what  1  know  of  how 
time  and  material  was  taken  by  other  employees  of  the  Shipping 
Board ;  some  would  neglect  their  work,  and  then  trust  to  the  opera- 
tors' or  the  repairman's  timekeeper  to  give  them  a  report  on  it,  and 
take  his  time  instead  of  their  own. 

Mr.  Steele.  Have  you  knowledge  of  anything  outside  of  what 
you  have  just  described  here? 
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Mr.  PiGOT.  Neglect  to  take  care  of  machinery  that  was  the  prop- 
erty of  the  Shipping  Board,  when  removed  from  a  ship.  There  was 
a  large  ventilator;  I  think  it  was  laid  down  in  the  Crane  yard;  I 
do  not  know  how  many  thousands  of  dollars  that  was  worth,  and  left 
out  in  the  weather  there  for  the  longest  while. 

Mr.  Steele.  Whose  duty  was  it  to  look  after  that? 

Mr.  PiGOT.  I  don't  know.  It  was  none  of  my  business. 

Mr.  Steele.  You  don't  know  whose  duty  it  was  to  look  after  it  ? 

Mr.  PtGOT.  »^ir? 

Mr.  Steele.  You  could  not  charge  any  particular  officer,  then,  with 
that  neglect  of  duty? 

Mr.  PiGOT.  No.  1  might  say  it  was  Jones,  and  it  might  have  been 
Robinson.  And  in  the  South  Sixth  Street  storage  yard  there  was 
material  laying  out  under  the  weather  there  that  ought  to  have  been 
under  cover — deteriorated  day  after  dajr.  The  same  thing  down  on 
the  farm,  as  we  called  it,  at  the  Erie  Basin. 

Mr.  Steele.  Where  was  that? 

Mr.  PiGOT.  On  the  farm  at  Erie  Basin.   That  is  a  large  section, 
called  the  farm.  It  is  a  local  name. 

Mr.  Steele.  Was  this  Shipping  Board  property  ? 

Mr.  PiGOT.  Yes.    Some  of  it,  and  some  was  Navy  property. 

Mr.  Steele.  Some  was  what  ? 

Mr.  PiGOT.  Some  of  it  was  Navy  property,  on  the  farm  stuff. 
Mr.  Steele.  Some  was  Navy  property? 
Mr.  PiGOT.  Yes. 

Mr.  Steele.  Well,  what  portion  of  it  was  Navy  property  and  what 
belonged  to  the  Shipping  Board? 

Mr.  PiGOT.  Well,  you  know  the  Navy  and  the  Shipping  Board  for 
awhile  worked  together. 

Mr.  Steele.  Well,  can  you  tell  us  

Mr.  PiGOT.  And  some  was  taken  off  and  chai;ged  against  the  Navy, 
and  some  was  taken  off  and  charged  against  the  Shipping  Board.  ^ 

Mr.  Steele.  Was  this  neglect,  then.  Navy  neglect  or  Shipping 
Board  neglect? 

Mr.  PiGOT.  I  might  say  mutual.   I  don't  know.    Perhaps — they  • 
turned  all  that  stuff  over  finally,  eventually ;  that  is  right,  it  was  aU 
Shipping  Board;  yes.   They  turned  that  stuff  over  afterwards, 
eventually,  to  the  Shipping  Board.   The  Navy  turned  over  every- 
thing to  the  Shipping  Board. 

Mr.  Steele.  Outside  of  what  you  have  enumerated,  what  personal 
knowledge  have  jou  of  incompetency  or  neglect  ? 

Mr.  PiGOT.  It  IS  hard  to  satisfy  you,  I  guess.   Have  I  covered  the 
time  and  material  men's  neglect? 

Mr.  Steele.  Yes ;  you  have  mentioned  that  several  tim6s. 

Mr.  PiGOT.  All  right.  Well,  that  is  the  source ;  that  is  where  the 
big  frauds  occur.  Neglect  to  get  the  junk  accumulated  in  the  dif- 
ferent yards,  and  so  forth,  rescued,  that  should  have  been  credited 
to  the  Shipping  Board  and  was  not. 

Mr.  Steele.  Just  where  was  the  neglect  to  get  junk,  in  what  yard, 
and  of  what  did  your  junk  consist? 

Mr.  PiGOT.  Well,  that  is  pretty  general; 

Mr.  Steele.  That  is  the  trouble,  everything  is  general.   I  am 
trying  to  get  it  specific. 
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Mr.  PiGOT.  I  can  tell  you  more  about  that  at  the  Crane  yard  than 
anywhere  else.   There  was  no  junk  there. 

Mr.  Steele.  At  the  Crane  yard,  what  was  the  situation  with  refer- 
ence to  junk? 

Mr.  tiGOT.  Sometimes  it  was  gotten  and  sometimes  it  was  not 
gotten;  sometimes  it  was  thrown  aside  and  sometimes  it  laid  there 
and  dissipated. 

Mr.  Steele.  What  junk  was  not  gotten,  that  belonged  to  the  Ship^ 
ping  Board,  and  what  was  its  value  ? 

Mr.  Pigot.  Oh,  pipe;  just  junk,  old  pipe  and  cuttings  out,  and 
machinery,  and  so  forth. 

Mr.  Steele.  Well,  what  was  its  value? 

Mr.  PiGOT.  Oh,  I  don't  know. 

Mr.  Steele.  You  do  not  know  what  its  value  was? 

Mr.  PiGOT.  No. 

Mr.  Steele.  You  do  not  know  what  loss  to  the  Shipping  Board 
followed  that? 
Mr.  Pigot.  No. 

Mr.  Steele.  You  would  not  say  that? 
Mr.  PiGOT.  No. 

Mr.  Steele.  Do  you  know  whether  it  was  finally  accounted  for  in 
any  way? 

Mr.  Pigot.  No,  I  did  not  follow  it  up. 
Mr.  Steele.  So  you  do  not  know  ? 
Mr.  Pigot.  No. 

Mr.  Steele.  Now,  with  reference  to  these  other  cases,  do  you  know 
whether  it  was  accoimted  for  in  any  way? 
Mr.  Pigot.  What  other  cases  ? 

Mr.  Steele.  Other  yards,  where  you  say  junk  was  not  accounted 
for. 

Mr.  Pigot.  They  generally  took  good  care  of  it  at  the  Morse  yard. 
I  tried  to  have  something  done  in  the  matter  of  the  Eampert  job, 
but  nothing  was  ever  done  about  it. 

Mr.  Steele.  You  looked  after  it  there,  did  you  ? 

Mr.  Pigot.  No,  I  could  not  get  it. 

Mr.  Steele.  Was  there  a  loss  to  the  Shipping  Board  there? 
Mr.  Pigot.  They  claimed  that  

Mr.  Steele.  I  am  not  asking  you  about  any  claim.  What  do  you 
know? 

Mr.  Pigot.  That  is  what  I  am  going  to  t^U  you.   They  claimed 
that  they  were  entitled  to  that  junk,  because  it  was  a  contract  job. 
Mr.  Steele.  Because  it  was  a  contract  job? 
Mr.  Pigot.  Yes,  sir. 

Mr.  Steele.  Well,  was  that  a  correct  claim? 
Mr.  Pigot.  They  had  a  contract  job. 

Mr.  Steele.  They  had  a  contract  job.  Well,  did  the  junk  belong 
to  them  under  the  contract,  or  did  it  not? 

Mr.  Pigot.  I  do  not  know.   I  did  not  see  the  contract. 

Mr.  Steele.  Then  you  have  no  knowledge  of  that,  as  to  the  de- 
livery of  that  claim? 

Mr.  Pigot.  No. 

Mr.  Steele.  You  have  also  stated  that  there  were  excessive  charges 
here  for  labor  and  material.   That  is  the  basis  of  it  all,  you  say? 
Mr.  Pigot.  Yes. 
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Mr.  Steele.  From  your  personal  knowledge,  did  the  checkers  fail 
to  reach  the  excessive  charges?  When  the  excessive  charges  were 
made,  did  the  checkers  fail  to  check  it  up  ? 

Mr.  PiooT.  I  do  not  get  that  question  straight,  Mr.  Steele. 

Mr.  Steele.  Well  now,  you  said  that  there  were  excessive  charges 
for  labor  and  material,  and  that  they  would  transfer  the  men  from  a 
lump  sum  job  to  a  time  job. 

Mr.  PiGOT.  Oh,  yes ;  that  was  practiced  down  there  at  the  Crane 
yard. 

Mr.  Steele.  Yes.  Well  now,  were  there  any  cases  of  that  kind, 
that  you  know  of,  where  the  checkers  failed  to  do  their  duty  and 
.check  up  work  of  that  kind? 

Mr.  PiGOT.  Do  you  mean  other  checkers? 

Mr.  Steele.  I  am  talking  about  your  personal  knowledge.  I  do 
not  care  whether  it  was  yourself  or  some  other  checker. 

Mr.  PiGOT.  I  did  not  fail.  That  is  why  I  got  in  trouble.  The 
other  fellows  got  along  smoothly. 

Mr.  Steele.  The  other  fellows  got  along  smoothly.  Now,  what 
do  you  know,  though,  what  is  your  personal  knowledge?  I  want 
to  know  whether  the  Shipping  fioard  suffered  any  loss,  whether  the 
Government  suflPered  any  loss  by  reason  of  conduct  of  that  kind? 

Mr.  PiGOT.  Why,  yes,  of  course  it  did. 

Mr.  Steele.  Well  now,  where,  and  what  was  the  amount? 

Mr.  PiGOT.  I  could  not  give  you  the  amount.  I  would  not  know 
anything  about  that. 

Mr.  Steele.  Well,  where  was  it? 

Mr.  PiGOT.  On  different  ships. 

Mr.  Steele.  On  different  ships.  Well  now,  name  us  the  ship  and 
give  us  the  amount,  and  tell  us  how  it  happened. 

Mr.  PiGOT.  I  could  not  give  you  the  amount.  You  are  asking  for 
something  that  I  would  not  know  anything  about,  Mr.  Steele. 

Mr.  Steele.  Then  you  have  no  personal  knowledge  of  it  at  all  ? 

Mr.  PiGOT.  No  personal  knowledge. 

Mr.  Steele.  No.  That  is  all. 

The  Chairman.  Mr.  Connally  ? 

Mr.  Connally.  Just  a  short  question.  Mr.  Pigot,  you  said  that  on 
these  lump  sum  contracts  you  had  nothing  to  do  with  checking  those 
up,  is  that  right  ? 

Mr.  PiGOT.  Lump  sum,  no ;  you  will  have  to  put  that  differently.  A 
lump  sum  was  liable  to  be  followed  by  an  extra. 

Mr.  Connally.  Let  us  take  a  case  where  there  were  no  extras.  If 
you  did  not  check  it  up  and  somebody  else  did  not  check  it,  how  would 
the  Shipping  Board  know  that  the  actual  work  that  there  was  to  be 
done  on  the  lump-sum  contract  had  been  done?  Suppose  there  were  a 
dynamo  to  be  repaired  ? 

•  Mr.  PiGOT.  That  was  up  to  the  engineering  department. 
Mr.  Connally.  Well,  did  they  have  inspections? 
Mr.  PiGOT.  Sometimes  they  did ;  sometimes  they  did  not. 
Mr.  Connally.  Well,  were  they  supposed  to  have  an  inspection? 
Mr.  Pigot.  Yes. 
Mr.  Connally.  What  ? 
Mr.  Pigot.  Yes ;  supposed  to. 

Mr.  Connally.  So  there  was  a  system  of  supervision  and  inspec- 
tion even  of  lump-sum  contracts? 
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Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  You  folks  did  not  do  it,  but  another  branch  of  the 
Shipping  Board  did? 

Mr.  PiGOT.  You  are  talking  about  contracts,  are  you  not?  You 
know,  as  we  understand  the  lump-sum,  time-and-material  and  Com- 
mercial-rate contracts  are  a  different  thing. 

Mr.  CoNNALLY.  We  will  take  a  lump  sum. 

Mr.  PiGOT.  Lump  sum  may  fall  back  on  a  time  and  material. 

Mr.  CoNNALLY.  I  know  it  may,  but  suppose  it  does  not ;  I  am  talk* 
ing  about  a  case  where  there  was  a  lump  sum.  Did  nobody  inspect 
that  to  see  that  the  work  that  was  supposed  to  be  done  was  really  done  ? 

Mr.  PiGOT.  The  engineering  department  ought  to;  they  are  sup- 
posed to. 

Mr.  CoNNALLY.  They  are  supposed  to  do  it? 
Mr.  PiGOT.  They  are  supposed  to. 

Mr.  CoNNALLY.  If  you  were  busy  with  your  job  you  would  not 
know  whether  they  inspected  it  or  not,  would  you  ? 
•  Mr.  PiGOT.  Oh,  no ;  it  would  not  be  any  of  my  business. 

Mr.  CoNNALLY.  You  would  not  know  anything  about  whether  they 
actually  inspected  it  or  not. 

Mr.  IriGOT.  We  might  know,  and  yet  not  want  to  say. 

Mr.  CoNNALLY.  if  you  were  busy  on  your  own  snip,  if  it  were  a 
time-and-material  job,  you  would  not  want  to  run  off  on  some  other 
ship  to  see  whether  the  engineering  department  were  inspecting  that 
or  not,  would  you  ? 

Mr.  PiGOT.  Oh,  no ;  I  would  not  leave  my  own  ship. 

Mr.  CoNNALLY.  Certainly  not.  If  you  were  inspecting  material  and 
work,  what  time  did  the  workmen  go  to  work,  what  time  were  they 
supposed  to  go  to  work  in  the  morning? 

Mr.  PiGOT.  According  to  the  yard  you  were  in,  what  time  was 
used. 

Mr.  CoNNALLY.  Well,  different  ones  ? 
Mr.  PiGOT.  Some  yards  7  o'clock,  some  7.30. 
Mr.  CoNNALLY.  What  time  did  you  get  there? 
Mr.  PiGOT.  I  usually  got  there  a  little  before. 
Mr.  CoNNALLY.  A  little  before,  so  as  to  be  there  and  check  them 
in  as  they  came  in  ? 
Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  Did  you  make  a  daily  check  of  each  man  as  he 
came  in  ? 
Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  And  how  long  he  worked? 

Mr.  PiGOT.  Sometimes  the  cars  would  be  late,  and  if  I  got  stuck — 
you  know  we  had  a  tough  winter  last  winter,  I  was  held  up  a  number 
of  times.  If  I  was  not  on  the  vessel  before  anybody  went  aboard,  I 
went  through  her  and  picked  up  everybody  on  the  ship,  then  held 
the  job  down  for  the  rest  of  the  day. 

Mr.  CoNNALLY.  It  was  no  harder  on  you  than  it  was  on  the  fellows 
that  were  working,  was  it? 

Mr.  PiGOT.  Oh,  no ;  not  a  bit. 

Mr.  CoNNALLY.  You  were  supposed  to  get  there  just  as  soon  as 
they  did,  were  you  not  ? 
Mr.  PiGOT.  That  is  right. 
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Mr.  CoNNALLY.  How  about  the  material,  did  you  check  up  the 
material  that  went  in  ? 

Mr.  PiGOT.  Why,  one  man  usually  took  care  of  material,  the  other 
took  care  of  time,  but  we  worked  mutually. 

Mr.  CoNNALLY.  I  understand. 

Mr.  PiGOT.  If  one  had  to  leave,  the  other  fellow  would  cover  his 
work. 

Mr.  CoNNALLY.  When  this  material  would  be  brought  on  the  ship, 
so  many  articles  of  one  kind,  you  would  look  it  over  to  see  if  that 
number  of  articles  were  there,  would  you? 

Mr.  PiGOT.  Yes,  sir. 

Mr.  CoNNALLY.  Would  you  go  and  follow  those  articles  and  see 
that  they  were  placed  in  the  ship  ? 
Mr.  PiGOT.  No,  no. 

Mr.  CoNNALLY.  How  do  you  know  they  were  ever  placed  in  a  ship, 
then? 

Mr.  PiGOT.  They  came  aboard  the  ship,  that  is  all  we  were  sup- 
posed to  know. 

Mr.  CoNNALLY.  That  is  all  you  were  supposed  to  do? 
Mr.  PiGOT.  Yes,  sir. 

Mr.  CoNNALLY.  Whether  they  put  them  where  they  ought  to  be, 
or  just  let  them  laying  around,  was  another  matter. 

Mr.  PiGOT.  That  was  somebody's  else  business. 

Mr.  CoNNALLY.  And  did  you  institute  any  improvements  in  that 
system? 

Mr.  PiGOT.  I  left  in  July. 

Mr.  CoNNALLY.  But  yoii  had  18  months  there.  During  that  18 
months  did  you  make  any  improvements  in  that  system,  to  see  that 
the  material  that  was  brought  on  the  ship  was  actually  put  where 
it  was  supposed  to  be? 

Mr.  PiGOT.  I  had  several  rows  on  that  order,  but  I  cannot  remem- 
ber what  they  were. 

Mr.  CoNNALLY.  What  did  you  try  to  do  ? 

Mr.  PiGOT.  I  tried  to  see  that  some  things  were  done. 

Mr.  CoNNALLY.  I  am  talking  about  that  particular  matter.  .1  am 
not  talking  about  some  things.  I  am  talking  about  that  particular 
matter. 

Mr.  PiGOT.  That  would  not  be  within  my  province. 
Mr.  CoNNALLY.  What  were  you  on  there  for,  then,  just  to  stand 
around  ? 

Mr.  PiGOT.  Just  to  get  the  time  of  the  men,  and  the  amount  of 
material  that  came  aboard  the  ship,  that  came  over  the  rail. 

Mr.  CoNNALLY.  And  it  was  immaterial  what  became  of  the  ma- 
terial so  long  as  it  got  on  the  ship  ? 

Mr.  PiGOT.  On  the  ship. 

Mr.  CoNNALLY.  Did  you  suggest  to  any  of  your  superiors  for  a 
correction  of  that  defect  ? 
Mr.  PiGOT.  Oh,  yes. 

Mr.  CoNNALLY.  Who? 

Mr.  PiGOT.  I  wrote  Mr.  Laura  once,  some  flagrant  thing  that 
aroused  my  indignation,  and  I  told  him  there  should  be  an  inspector 
on  every  ship  under  work  by  the  United  States  Shipping  Board 
contractors;  that  things  were  going  on  that  were  not  right. 
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Mr.  Connaij:.y.  I  am  talking  about  this  particular  matter  now, 
I  am  not  talking  about  the  wholesale  matters. 

Mr.  PiGOT.  This  was  a  particular  matter. 

Mr.  Coxnally.  Was  that  about  putting  material  somewhere  ? 

Mr.  PiGOT.  Yes,  the  work  that  you  are  driving  at  now,  the  very 
thing. 

Mr.  CoNNALLY.  I  am  having  difficulty  getting  to  it,  I  admit.  Go 
ahead. 

Mr.  PiGOT.  The  same  thing. 

Mr.  CoNNALLY.  What  did  he  say  ?    Did  he  reply  to  it? 
Mr.  PiGOT.  Why  

Mr.  CoNNALLY.  Did  he  make  any  reply  to  your  suggestion? 

Mr.  PiGOT.  Oh,  my,  no.    I  read  him  a  memorandum  about  it. 

Mr.  CoNNALLY.  You  made  some  statement  here  about  it  was  time 
for  the  Crane  yard  to  quit  running  the  Shipping  Board,  did  you  not  ? 

Mr.  PiGOT.  Yes ;  runing  the  local  Shipping  Board  office. 

Mr.  CoNNALLY.  Who  was  in  charge  of  that  local  Shipping  Board 
office  at  the  time  the  Crane  yard  was  running  it  ? 

Mr.  PiGOT.  Mr.  McNabb  and  Mr.  Lafferty. 

Mr.  CoNNALLY.  Where  are  they  now  ? 

Mr.  PiGOT.  Mr.  Lafferty  is  here,  and  Mr.  McNabb,  I  do  not  know 
where  he  is. 

Mr.  CoNNALLY.  Mr.  Lafferty  was  in  direct  charge  of  the  Crane  

Mr.  PiGOT  (interrupting) .  He  was  in  the  auditing,  he  had  charge 
of  the  auditing.    He  had  no  charge  of  the  other  matter. 

Mr.  CoNNALLY.  And  was  the  Crane  Company  running  the  audit  ? 
Mr.  PiGOT.  Mr.  Lafferty — now  listen. 
Mr.  CoNNALLY.  I  am  listening. 

Mr.  PiGOT.  The  time  and  material,  Mr.  McNabb  had.   Mr.  Laf- 
ferty's  office  worked  after  Mr.  McNabb's  office. 
Mr.  CoNNALLY.  All  right. 

Mr.  PiGOT.  It  was  the  McNabb  end  that  I  was  complaining  about. 

Mr.  CoNNALLY.  You  did  not  stipulate  that.  You  said  the  Crane 
yard  was  running  the  Shipping  Board. 

Mr.  PiGOT.  The  local  Shipping  Board  office. 
V  Mr.  Cqnnally.  Well,  Mr.  Lafferty  was  in  that  office,  was  he  not? 

Mr.  PiGOT.  He  happened  to  be;  his  office  was  separated  from  ours, 
but  he  happened  to  be  in  our  office  at  the  time  I  went  in  there  and  I 
said  it  generally  to  him  and  Mr.  McNabb  and  whoever  else  was  there. 

Mr.  CONNALLY.  And  what  did  they  say  to  it,  did  they  agree  that 
the  Crane  yard  was  running  them? 

Mr.  PiGOT.  I  do  not  know.  The  matter,  whatever  it  was,  was  fixed 
up  and  got  on  again. 

Mr.  CoNNALLY.  Got  out  again? 

Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  Of  course,  your  discharge  last  July  has  nothing  to 
do  with  your  criticism  of  the  board,  has  it  ? 
Mr.  PiGOT.  Not  at  all. 
Mr.  CoNNALLY.  Not  at  all? 

Mr.  PiGOT.  No,  no.  I  can  live  without  the  Shipping  Board.  I 
lived  before  it  and  I  live  now.  It  cost  me  more  money  to  live  while 
I  was  working  with  the  Shipping  Board  than  the  Shipping  Board 
paid  me,  if  that  is  what  you  want  to  get  at. 
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Mr.  CoNNALLY.  Oh,  not  at  all.  But  what  I  mean  is,  have,  your 
views  changed  any  since  you  left  the  Shipping  Board  in  reference 
to  the  policy  ? 

Mr.  riGOT.  No ;  I  have  tamed  a  lot  since  I  left  there. 

Mr.  CoNNALLY.  Tamed  a  lot ;  not  as  wild  as  you  were  ? 

Mr.  PiGOT.  You  know,  time  softens  things  3omewhat. 

Mr.  CoNNAMiY.  I  am  glad  I  did  not  see  you  when  you  were  wild. 
You  say  you  were  threatened  a  great  deal? 

Mr.  ftooT.  That  was  a  common  thing. 

Mr.  CoNNALLY.  Oh,  I  know;  but  they  never  did  carry  out  any  of 
these  threats,  did  they? 
Mr.  PiGOT.  Well  

Mr.  CoNNAMiY.  They  never  threw  you  overboard? 
Mr.  PiGOT.  No. 

Mr.  CoNNALLY.  They  never  beat  your  face  in? 

Mr.  PiGOT.  The  Empire  gang  beat  me  up,  though;  that  is,  the 
Luckenbach  subsidiary.  You  want  subsidiaries,  dont  you?  That 
Luckenbach  subsidiary,  those  fellows  beat  me  up;  not  the  concern 
itself,  but  the  boys.  They  had  been  putting  things  over  there,  and 
finally  McLaughlin  and  1  threw  out  $2,000  on  their  labor  charge; 
anyhow  I  know  that.  But  they  must  have  trailed  me;  at  least, 
Curry  says  so,  anyhow ;  Curry  says  I  was  beaten  up  by  them. 

Mr.  CoNNALLY.  We  do  not  care  anything  about  Mr.  Curry.  We 
want  to  know  what  you  know.  This  threatening  did  not  deter  you 
in  any  way  from  going  ahead  doing  your  duty,  did  it  ? 

Mr.  PiGOT.  Not  at  all ;  didn't  deter  me  one  bit. 

Mr.  CoNNALLY.  Notwithstanding  that,  they  just  kept  on  threaten- 
ing you? 

Mr.  PiGOT.  Oh,  yes ;  sure. 

Mr.  CoNNALLY.  Knowing  that  it  would  do  no  good,  they  kept  on 
threatening  you? 
Mr.  PiGOT.  Well,  a  new  fellow  would  try  it  each  time. 
Mr.  CoNNALLY.  A  new  man.  And  what  did  they  do,  beat  you  up? 
Mr.  PiGOT.  I  was  beaten  up  on  Fifth  Avenue,  Brooklyn. 
Mr.  CoNNALLY.  What  time  of  night? 
Mr.  PiGOT.  Just  at  dusk,  a  little  before  dusk,  daylight. 
Mr.  CoNNALLY.  Outside  of  the  yard,  was  it  not? 
Mr.  PiGOT.  That  was  outside  of  the  yard. 

Mr.  CoNNALLY.  Were  you  injured,  did  you  go  to  the  hospital  or 
anything  like  that  ? 

Mr.  PiGOT.  I  was  rather  nicely  patched  up  for  a  few  days;  I  guess 
you  can  see  the  marks  there  (on  left  side  of  face)  yet. 

Mr.  CoNNALLY.  Did  the  row  come  up  about  a  Shipping  Board 
matter? 

Mr.  PiGOT.  No,  these  fellows  tackled  me  without  a  word. 
Mr.  CoNNALLY.  Did  you  recognize  ttiem? 

Mr.  PiGOT.  I  did  not  have  time.  I  wish  I  could.  Gee,  I  wish  I 
could;  I  wish  I  knew  the  fellow  that  beat  me  up. 

Mr.  CoNNALLY.  How  do  you  know,  then,  that  they  were  Lucken- 
bach people? 

Mr.  PiGOT.  Curry  said  they  were  Empire  peopfe  that  beat  me  up, 
Mr.  CoNNALLY.  Was  Curry  with  you? 

Mr.  PiGOT.  No,  that  was  a  deduction  of  his,  or  sometMng,  I  guess^ 
He  was  my  superior  officer,  though. 
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Mr.  CoNNAiiLY.  And  you  took  what  he  said,  of  course? 

Mr.  PiGOT.  Yes.  Well,  he  put  it  in  writing  and  sent  it  to  the  New 
York  office.  He  tried  to  frame  me  up,  you  know,  so  as  to  get  me 
dropped.  I  understand  that  he  tried  to  do  the  same  thing  on  some- 
body else,  to  give  his  brother  a  better  job  with  more  money  in  it. 

Mr.  CoNNALLY.  You  say  that  over  on  this  Staten  Island  job,  when 
they  would  quarrel  with  you  for  checking  them  up,  and  call  you 
names,  you  could  not  make  any  report  about  it  imtil  you  communi- 
cated with  higher  authority? 

Mr.  PiGOT.  Y  es,  sir. 

Mr.  CoNNALLY.  If  they  called  you  a  liar  you  would  have  to  take 
it  up  with  higher  authority  before  you  could  say,  "you're  another"? 

Mr.  PiGOT.  I  had  to  go  to  Curry,  and  then  it  would  go  to  somebody 
else,  and  so  on. 

Mr.  CoNNALLY.  I  believe  that  is  all. 

The  Chairman.  The  committee  will  take  a  recess  until  2:30. 
That  is  all,  Mr.  Pigot. 

(Thereupon  at  1  o'clock  p.  m.  a  recess  was  taken  imtil  2.30 
o'clock  p.  m.) 

after  recess. 

The  committee  resumed  at  2.30  o'clock  p.  m.  pursuant  to  recess. 
The  Chairman.  The  committee  will  come  to  order.  Captain  Par- 
ker, will  you  please  take  the  witness  chair? 
Mr.  Parker.  Yes,  sir. 

TESTIMONY  OF  MK.  OSCAR  0.  W.  PARKEE— Resumed. 

The  Chairman.  Capt.  Parker,  you  have  been  sworn  before? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.   You  were  superintendent  of  the  marine  depart- 
ment of  the  northern  district  of  the  Shipping  Board  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  were  before  our  committee  last  November? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Just  what  is  the  nature  of  your  jurisdiction  at 
the  present  time?   Has  it  been  enlarged  since  you  were  before  us? 

Mr.  Parker.  I  hand  you  some  papers  to  show  the  situation. 

The  Chairman.  This  is  a  memorandum  to  Mr.  G.  W.  Sterling, 
district  director,  and  the  subject  is  marine  department. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  By  whom  was  this  prepared,  Captain  ? 

Mr.  Parker.  By  myself,  at  the  request  of  Mr.  Sterling. 

The  Chairman.  Was  this  prepared  with  a  view  to  having  some 
reoi-ganization  of  the  department  ? 

IVfr.  Parker.  No,  sir;  this  is  the  situation  under  existing  condi- 
tions. 

The  Chairman.  This  is  a  statement  of  the  marine  department  of 
the  United  States  Shipping  Board  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  It  consists  "of  the  following  sections  and  per- 
sonnel," all  of  which  come  under  the  general  supervision  of  the 
superintendent  of  the  marine  department  ? 

Mr.  Parker.  Yes,  sir. 
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The  Chairman.  You  have  jurisdiction  over  the  port  captain  an<i 
his  office  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  The  port  captain's  department  seems  to  consist 
of  the  port  captain  and  six  assistants,  wno  attend  to  the  deck  de- 
partment of  the  Shipping  Board  so  far  as  licensed  officer  are  con- 
cerned? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Referring  to  your  memorandum,  if  you  willjust 
refresh  your  recollection  as  w^,  ask  questions,  I  will  be  glad :  What 
does  the  port  captain  look  after,  he  and  his  assistants,  outside  of 
the  personnel  of  the  ship  ? 

Mr.  Parker.  The  physical  condition  of  the  ship. 

The  Chairman.  The  machinery  as  well  as  the  deck? 

Mr.  Parker.  No,  sir;  just  the  deck  department,  such  as  rigging 
and  the  condition  of  the  holds — the  hull  in  general  outside  of  the 
engine  department  and  the  steward's  department.  There  are  three 
distinct  departments— deck,  engine,  and  steward's. 

The  Chairman.  How  large  a  fleet  is  there  operating  out  of  New 
York  at  the  present  time,  approximately? 

Mr.  Parker.  Operating? 

The  Chairman.  Yes. 

Mr.  Parker.  Well,  sir,  you  have  got  me.  I  could  not  tell  you 
exactly. 

The  Chairman.  They  are  all  under  your  supervision,  aren't  they  ? 

Mr.  Parker.  Yes;  under  our  supervision  for  inspection. 

The  Chairman.  How  often  are  they  inspected? 

Mr.  Parker.  Every  voyage  that  they  make  to  New  York. 

The  Chairman.  At  the  end  of  each  trip  or  voyage? 

Mr.  Parker.  Yes,  sir ;  at  the  time  of  arrival  or  as  near  time  of  ar- 
rival as  possible.  Sometimes  we  have  four  or  five  ships  come  in  on 
a  day,  and  we  cannot  make  a  thorough  examination  of  them  in  one 
day.  Sometimes  it  extends  over  a  period  of  a  week  before  we  can 
get  around  to  a  ship. 

The  Chairman.  You  have  besides  the  port  captain  a  port  engi- 
neer ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  What  are  his  duties? 

Mr.  Parker.  His  duties  are  to  see  to  the  physical  condition  of  the 
engine  room.  * 
The  Chairman.  How  many  assistants  does  he  have? 
Mr.  Parker.  Six. 

The  Chairman.  Does  he  also  have  supervision  over  the  deck  ma- 
chinery ? 

Mr.  Parker.  YeSj^ir ;  over  all  the  machinery. 
The  Chairman.  Does  he  also  have  jurisdiction  over  the  radio 
equipment,  the  wireless? 
Mr.  Parker.  No ;  not  at  all. 
The  Chairman.  What  other  branches  are  there? 
Mr.  Parker.  Then  there  is  the  stewaj^d's  department. 
The  Chairman.  What  does  that  consist  of? 

Mr.  Parker.  That  consists  of  the  port  steward  and  six  as^stants. 
The  Chairman.  What  is  his  duty? 
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Mr.  Parker.  To  visit  the  ship,  make  physical  inspection  of  her  and 
report  same ;  also  to  approve  or  disapprove  of  the  chief  steward  when 
employed. 

The  Chairman.  What  do  you  mean  by  visit  the  ship  and  make 
personal  inspection? 

Mr.  Parker.  On  arrival  to  see  if  the  quarters  are  in  good  con- 
dition, to  see  that  the  ice  boxes  are  in  good  condition,  and  that  the 
cold  storage  is  in  good  shape. 

The  Chairman.  The  commissary  department? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  that  the  living  quarters  aboard  the  ship  are 
right? 

Mr.  Parker.  Yes ;  and  all  the  equipment  in  that  department,  such 
as  silverware,  linen,  dishes,  etc. 

The  Chairman.  Does  he  have  an  inventory  of  the  property  imder 
his  supervision  ? 

Mr.  Parker.  There  is  an  inventory  department,  sir ;  but  the  in- 
ventory is  taken  by  the  steward  during  the  voyage,  and  any  shortages 
that  have  occurred  during  the  voyage  are  reported. 

The  Chairman.  What  other  department  is  there  under  your  super- 
vision? 

Mr.  Parker.  The  radio  department. 

The  Chairman.  Who  is  that  in  charge  of? 

Mr.  Parker.  A  gentleman  by  the  name  of  Guthrie,  who  is  chief 
radio  inspector  of  this  district. 

The  Chairman.  How  many  assistants  does  he  have  ? 

Mr.  Parker.  I  think  he  has  three,  men.  But  he  is  short  of  as- 
sistants. 

The  Chairman.  Their  duties  are  to  look  after  the  radio  equipment 
on  the  ship  ?  • 

Mr.  Parker.  Yes,  sir;  and  to  see  that  repairs  are  carried  out  in 
the  proper  maimer. 

The  Chairman.  Eepairs  to  the  radio? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  also  to  pass  upon  the  personnel  of  that 
department? 

Mr.  Parker.  Of  the  radio  department;  yes,  sir. 

The  Chairman.  Do  they  have  authority  to  employ  radio  operators 
without  your  approval? 

,  Mr.  Parker.  Well,  they  generally  consult  me.  - 

The  Chairman.  I  know ;  but  is  that  a  part  of  the  system,  that  all 
those  men  who  are  employed  aboard  these  ships  in  the  radio  de- 
partment have  to  be  approved  by  you  ? 

Mr.  Parker.  Well,  he  is  a  very  competent  man,  and  I  leave  that 
to  him  a  good  deal. 

The  Chairman.  If  he  should  leave  and  you  had  an  incompetent 
man,  would  you  have  supervision  over  it  then? 

Mr.  Parker.  Yes,  sir;  any  strenuous  cases,  cases  that  arise  where 
there  is  difficulty  or  controversy  or  anything  like  that,  I  would  be 
consulted  in  the  matter. 

The  Chairman.  Do  you  have  a  veto  over  this  other  department — 
I  mean,  these  other  departments  ? 
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Mr.  Parker.  Yes;  I  am  consulted  by  the  heads  of  these  depart- 
ments. 

The  Chairman.  Do  you  appoint  these  people  yourself? 

Mr.  Parker.  No,  sir;  these  people  are  appointed  by  the  ship's 
managers  and  operators,  other  than  as  to  the  division  of  operations; 
they  appoint,  and  the  different  heads  of  departments  approve  or 
disapprove.   We  have  a  record  of  the  heads  of  these  departments. 

The  Chairman.  Which  departments  approve  or  disapprove? 

Mr.  Parker.  The  deck,  engine,  steward,  and  radio  departments. 

The  Chairman.  You  mean  as  to  the  men  aboard  ship  ? 

Mr.  Parker.  Yes,  bit. 

The  Chairman.  You  mean  the  operators'  men? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  do  not  interfere  with  the  employment  or  dis- 
missal from  employment  of  anybody  aboard  these  ships? 
Mr.  Parker.  Oh,  yes,  sir. 
The  Chairman.  You  do? 

Mr.  Parker.  Oh,  we  do.  The  marine  department  is  supposed  to 
be  familiar  with  the  character  and  ability  of  those  men,  such  as  the 
captain  and  the  chief  engineer— oh,  in  fact,  all  licensed  officers, 
together  with  the  steward  and  the  radio  man. 

The  Chairman.  What  other  department  is  there? 

Mr.  Parker.  Well,  the  medical  department,  which  is  under  the 
supervision  of  the  marine  department. 

The  Chairman.  Who  is  in  charge  of  that  ? 

Mr.  Parker.  Dr.  Miners,  fleet  surgeon. 

The  Chairman.  How  many  assistants  does  he  have? 

Mr.  Parker.  Two  and  a  stenographer.   That  is  his  staff. 

The  Chairman.  What  does  he  do?  ^ 

Mr.  Parker.  He  attends  to  the  sanitary  condition  of  ships;  also 
to  the  ills  of  any  of  the  employees  of  ships  under  the  management 
of  the  division  of  operations  and  the  office  staff  of  No.  45  Broadway. 

The  Chairman.  Does  he  attend  to  their  physical  ailments? 

Mr.  Parker.  Yes,  sir.  I  have  here  a  record  of  the  cases  that  he 
has  attended  to  during  the  month  of  January,  and  also  for  the  year 
1920,  which  are  quite  numerous. 

The  Chairman.  Captain,  who  appoints  him? 

Mr.  Parker.  He  was  appointed  m  1917  by  the — I  will  not  be  posi- 
tive now,  but  I  think  by  Capt.  Yates. 

The  Chairman.  Who  was  formerly  in  charge  here?  ^ 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Are  there  any  other  departments  under  your 
jurisdiction  ? 

Mr.  Parker.  Well,  the  guards. 

The  Chairman.  What  are  they  in  charge  of? 

Mr.  Parker.  They  are  the  men  who  watch  our  ships,  or  try  to 
watch  them  and  prevent  any  pilfering  of  any  nature. 

The  Chairman.  That  is,  while  they  are  at  the  dock? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  The  guards  do  not  sail  with  the  ship? 
Mr.  Parker.  No,  sir. 

The  Cjiairman.  How  many  of  those  have  you? 
Mr.  Parker.  At  the  present  we  have  54. 
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The  CHArRMAN.  You  have  been  with  the  Shipping  Board  about 
a  year  and  a  half? 

Mr.  Parker.  I  joined  the  Shipping  Board  in  August,  1917. 

The  C9AIRMAN.  Would  you  say  that  the  personnel  of  the  board 
at  present,  so  far  as  experience  and  efficiency  are  concerned,  is  better 
than  it  was  two  years  ago  or  right  after  the  signing  of  the  armistice, 
confining  your  views  now  to  the  New  York  district  here? 

Mr.  Parker.  I  think  so,  sir.  I  have  tried  to  make  it  so. 

The  Chairman.  It  has  been  your  effort  to  weed  out  any  incompe- 
tents and  inefficients? 

Mr.  Parker.  Any  undesirables ;  yes,  sir. 

The  Chairman.  When  you  came  with  the  board  I  suppose  you 
found  a  great  many  men  who  had  had  no  previous  experience  in 
shipping  matters? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Who  were  incompetent  and  inefficient,  and  who 
were,  perhaps,  not  trying  to  become  efficient? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  have  dismissed  them,  as  I  understand  it? 
Mr.  Parker.  Yes,  sir ;  wherever  I  could. 

The  Chairman.  And  if  you  have  matters  of  inefficiency  or  mis- 
conduct brought  to  your  attention,  how  do  you  take  steps  to  remedy 
them? 

Mr.  Parker.  We  investigate  such  matters  before  we  take  anj 
steps.  We  have  an  investigating  board,  composed  of  an  old  experi- 
enced captain  and  a  competent  engineer  and  a  competent  steward,  to 
take  up  all  matters  of  inefficiency,  negligence,  or  insubordination, 
or  anything  of  that  nature. 

The  Chairman.  Do  they  devote  their  entire  time  to  matters  of  that 
sort? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  So  they  are  men  of  actual  experience? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Who  are  competent  and  qualified  to  look  into  such 
matters  ? 

Mr.  Parker.  I  think  it  is  generally  conceded  so  by  the  port  of 
New  York — marine  people  generally. 

The  Chairman.  How  long  have  they  been  functioning? 

Mr.  Parker.  That  is  the  first  matter  that  I  took  up 'after  I  was 
taken  from  the  ship  in  May,  1918. 

The  Chairman.  Has  that  board  been  operating  since  that  time? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Since  you  have  been  here,  have  you  found  cases 
of  interlocking  companies  and  subsidiary  corporations  doing  work 
for  operating  companies  or  otherwise? 

Mr.  Parker.  Nothing  that  I  could  prove^  sir. 

The  Chairman.  Do  you  think  that  it  is  a  matter  that  perhaps 
should  be  guarded  against? 

Mr.  Parker.  I  think  it  should ;  yes,  sir. 

The  Chairman.  You  do  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Why  would  you  prevent  interlocking  companies 
or  subsidiary  corporations  ? 
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Mr.  Parker.  Well,  I  believe  that  that  would  have  a  tendency  for 
them  to  work  to  their  own  interests  rather  than  o  he  inerests  of  the 
Government. 

The  Chairman.  You  think  that  matters  carried  on  in  that  way 
would  cost  possibly  more  than  if  there  was  free  competition  ? 
Mr.  Parker.  I  do. 

The  Chairman.  Do  you  have  anything  to  do  with  the  selection  of 
the  operating  companies? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Are  you  called  upon  to  investigate  as  to  their  ex- 
perience in  operating  ships? 
Mr.  Parker.  I  never  have  been. 

The  Chairman.  Is  there  anybody  under  your  supervision  who  has 
that  to  do? 

Mr.  Parker.  No,  sir.  ' 
The  Chairman.  That  you  understand  is  handled  in  Washington? 
Mr.  Parker.  At  Washington,  with  a  representative  here  in  New 
York. 

The  Chairman.  But  he  is  not  under  you? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Who  is  the  Washington  representative  here  for 
that  purpose? 

Mr.  Parker.  Mr.  Andrews  is  one  of  them,  and  Mr.  St.  Clair  is 
another. 

The  Chairman.  Mr.  Andrews  and  Mr.  St.  Clair? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  know  what  title  they  have? 

Mr.  Parker.  The  allocation  department.  Then  there  is  the  con- 
tract department,  under  Mr.  Foster's  supervision — and  that,  I  would 
almost  safely  state,  is  rather  a  case  of  interlocking,  right  there. 

The  Chairman.  Captain,  do  you  have  supervision  over  repairs 
here? 

Mr.  Parker.  Only  in  the  case  of  ships  operated  by  the  division  of 
operations. 

The  Chairman.  "  And  not  in  the  case  of  ships  managed  by  manag- 
ing operators? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Do  you  have  the  assigning  of  those  ships  to  par- 
ticular yards  ? 

Mr.  f^ARKER.  No,  sir. 

The  Chairman.  How  is  that  done? 

Mr.  Parker.  By  the  C.  and  E.  department — the  construction  and 
repair  department.    It  is  given  out,  I  believe,  on  competitive  bids. 
The  Chairman.  Do  you  handle  those  bids? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Do  you  handle  the  requisitions  for  repairs  ? 

Mr.  Parker.  No,  sir;  only  in  minor  cases.  For  instance,  if  a  ship 
is  physically  unfit  to  house  the  crew ;  if  unsanitary  conditions  arise, 
the  board  of  inspection  is  called  in  or  requested  by  the  managers  or 
operators,  and  sometimes  by  the  C.  and  E.  department,  to  make  a 
physical  examination  of  the  ship ;  or  if  on  their  tour,  in  the  case  of 
a  physical  examination,  things  are  brought  to  their  attention  show- 
ing that  repairs  or  renewals  are  necessary,  that  requisition  is  brought 
up  to  the  C.  and  E.  department. 
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The  Chairman.  I  think  you  said  when  you  were  before  the  com- 
mittee before  that  you  thought  the  Shipping  Board  might  get  more 
advantageous  rates  for  supplies  and  repairs  and  matters  of  that  sort 
than  has  been  the  case.  Do  you  think  that  perhaps  the  board  have 
paid  higher  rates  than  it  might  have  secured  under  some  other  plan? 

Mr.  Parker.  I  think  the  board  has  been  imposed  on  by  the  man- 
agers and  operators'  purchasers. 

The  Chairman.  That  is,  not  by  any  of  its  own  officials? 

Mr.  Parker.  Not  to  my  knowledge ;  no,  sir. 

The  Chairman.  But  by  the  representatives  of  the  operators? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Have  steps  been  taken  to  overcome  that? 

Mr.  Par'ker.  I  think  that  Washington  has  taken  steps  to  over- 
come some  of  those  cases.  They  have  found  some  flagrant  cases, 
where  they  have  taken  the  matters  up  and  adjusted  them. 

The  Chairman.  Does  any  of  that  come  under  your  supervision  ? 

Mr.  Parker.  Well,  there  are  cases;  yes,  sir.  For  instance,  a  ship 
when  abroad  makes  considerable  purchases.  Our  ships  are  stored  in 
proportion  to  their  proposed  voyage;  usually  for  a  voyage  across 
the  Atlantic — 75  days.  When  the  ship  arrives  over  there  there  may 
be  additional  purchases  made.  Such  purchases  have  come  to  our 
notice,  to  the  notice  of  the  marine  department,  sometimes  through 
our  representatives  or  agencies  abroad,  and  sometimes  by  the  manag- 
ing operators,  and  sometimes  by  our  supercargoes  sending  in  infor- 
mation to  that  effect.  On  arrival  of  a  ship  those  bills  are  demanded 
and  looked  into,  and  in  quite  a  good  many  cases  we  have  found 
there  have  been  iraudulent  dealings. 

The  Chairman.  Cases  of  improper  deliveries  ? 

Mr.  Parker.  Improper  deliveries,  that  is,  on  the  part  of  purveyors 
or  vendors.  Sometimes  the  guilt  has  been  laid  to  the  master  of  the 
ship  and  sometimes  to  the  steward,  and  sometimes  to  the  engineer. 

The  Chairman.  Have  there  been  fees  paid — cumshaw,  as  it  is 
called  in  marine  circles  ? 

Mr.  Parker.  I  can  not  state  any  particular  case  that  I  would  like 
to  go  on  oath  about,  other  than  one. 

The  Chairman.  You  know  of  one  ? 

Mr.  Parker.  I  know  of  one ;  yes,  sir. 

The  Chairman.  From  your  experience  with  shipping  matters  you 
know  whether  that  has  been  the  custom  in  marine  circles,  the  pay- 
ment of  what  is  known  as  cumshaw  ? 

Mr.  Parker.  Yes,  sir;  in  a  mild  form,  but  not  to  the  extent  that 
it  has  been  practiced  on  the  United  States  Shipping  Board.  Cum- 
shaw is  a  Chinese  term  for  graft  or  commission  or  whatever  you 
want  to  term  it. 

The  Chairman.  Have  you  had  occasion  to  look  into  matters  of 
irregularities  such  as  I  have  been  mentioning,  and  have  you  been 
taking  any  steps  in  regard  thereto  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  What  are  they? 

Mr.  Parker.  Well,  while  I  was  chairman  of  the  board  of  inspec- 
tion on  an  average  of  two  cases  a  week  came  up.  Sometimes  they 
would  come  so  fast  we  could  not  handle  them. 

The  Chairman.  What  steps  would  be  taken  when  you  were  satis- 
fied that  something  improper  had  been  done? 
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Mr.  Parker.  Dismiss  the  guilty  party. 

The  Chairman.  After  you  had  investigated  them  you  would  dis- 
miss the  guilty  party  ? 
Mr.  Parker.  Ves,  sir. 

The  Chairman.  Can  you  say  that  conditions  are  improved  along 
that  line  now,  from  what  they  were  months  ago  ? 

Mr.  Parker.  Yes,  sir ;  I  think  so.  I  think  we  have  them  a  little 
bit  scared. 

The  Chairman.  What  would  you  state  with  reference  to  improper 
prices,  etc. ?  Does  it  also  apply  to  galley  supplies? 

Mr.  Parker.  Yes;  to  all  departments.  That  is — as  to  galley  sup- 
plies, now — yes;  galley  supplies,  too,  because  there  are  utensils  pur- 
chased abroad  way  in  excess  of  normal  prices  and  also*  lots  of  it. 
We  have  found  there  were  bills  for  which  no  delivery  was  made,  but 
particularly  as  to  stores — ^that  is,  provisions. 

The  Chairman.  Ship's  stores  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  How  about  deck  supplies? 

Mr.  Parker.  The  same  way — oil,  fuel,  coal,  packing. 

The  Chairman.  Those  are  engine-room  supplies? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Of  course,  the  matter  of  fuel  is  one  which  is 
carried  out,  I  assume,  on  rather  a  large  scale,  is  it? 

Mr.  Parker.  Very  gigantic  at  times.  One  particular  case  that  I 
have  in  mind  represented  $9,000  in  one  individual  deal. 

The  Chairman.  Loss  to  the  board? 

Mr.  Parker.  Yes,  sir ;  loss  to  the  board.  And  I  am  afraid  through 
the  negligence  of  somebody  the  guilty  party,  who  made  a  confession 
to  me,  and  whom  I  had  arrested  up  here,  and — — 

The  Chairman  (interposing).  That  is  the  Diehl  case? 

Mr.  Parker.  Yes,  sir ;  Capt.  Rupert  Ryan,  together  with  the  chief 
engineer,  and  a  representative  of  the  Standard  Oil  Co.,  in  Rio  de 
Janeiro,  got  away  with  400  tons  of  oil. 

The  Chairman.  I  think  you  mentioned  that  case  incidentally  be- 
fore. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  That  matter  is  still  pending,  it  it  ? 

Mr.  Parker.  Yes,  sir ;  but  they  let  the  man  get  away. 

The  Chairman.  Do  you  recall  anything  about  ships  from  the  Sub- 
marine Boat  Corporation  not  being  in  condition  so  that  you  were 
able  to  dispatch  them  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  What  was  the  difficulty  there  ? 
Mr.  Parker.  Not  thoroughly  completed. 
The  Chairman.  The  ships  were  not? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Had  they  been  delivered  to  the  board  and  ac- 
cepted? , 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  what  was  necessary  before  they  could  be 
put  into  operation  ? 

Mr.  Parker.  Oh,  an  expenditure  anywhere  of  $5,000  to  $15,000. 
The  Chairman.  Outlay? 
Mr.  Parker.  Yes,  sir. 
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The  Chairman.  In  the  way  of  further  work? 

Mr.  Parker.  Sometimes  before  the  boat  ever  received  a  cargo 
there  was  considerable  expense.  In  other  cases  they  would  make 
a  voyage  and  come  back,  and  the  defects  would  be  pointed  out  so 
plainly  that  we  would  have  to  go  to  work  and  recondition  them. 

The  Chairman.  Did  any  of  those  defects  involve  defective 
riveting? 

Mr.  Parker.  Yes,  sir;  defective  riveting  and  defective  materials 
and  defective  design. 

The  Chairman.  Of  course,  those  ships  were  inspected  during  their 
construction  by  some  representative  of  the  Fleet  Corporation  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  before  they  were  delivered  and  accepted  the 
inspection  department  must  have  approved  the  workmanship  and 
material  and  design,  I  suppose. 

Mr.  Parker.  No,  sir ;  I  beg  to  differ  with  you.  We  did  not  approve 
of  it. 

The  Chairman.  You  did  not? 

Mr.  Parker.  No,  sir.  We  raised  objections  immediately  on  their 
arrival  in  New  York  Bay  from  the  yard  where  they  were  designed. 
We  called  the  attention  of  the  C.  and  E.  department,  both  Mr. 
Bunker  

The  Chairman.  The  C.  and  E.  department  means  the  construction 
and  repair  department,  does  it  ? 

Mr.  Parker.  Yes,  sir.  We  called  the  attention  of  Mr.  Bunker  and 
Mr.  Jett,  and  whoever  it  was  that  was  in  charge  of  the  department 
at  the  time. 

The  Chairman.  Have  you  looked  into  the  matter  of  wharfage  ? 
Mr.  Parker.  Yes,  sir;  I  have. 

The  Chairman.  Is  the  matter  of  docking  of  ships  at  wharves  and 
piers  here  under  your  supervision? 

Mr.  Parker.  Yes,  sir;  that  is  for  the  division  of  operations. 
•  Also  I  am  reaching  out  now  to  managers  and  operators  and  check- 
ing them  up. 

The  Chairman.  Do  you  fix  the  rates  that  are  paid? 

Mr.  Parker.  I  try  to  do  it. 

The  Chairman.  How  are  the  rates  that  have  been  paid? 
Mr.  Parker.  They  have  been  very  exorbitant. 
The  Chairman.  They  have? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Is  there  any  uniformity  of  rates? 

Mr.  Parker.  No,  sir.  As  a  man  said  to  me  not  long  ago  when  I 
was  chastising  him  for  his  excessive  rates,  he  said :  "  Why,  I  do  not 
name  the  rates." 

The  Chairman.  Was  that  a  division  of  operation's  ship? 

Mr.  Parker.  No,  sir. 

The  Chairman.  That  was  a  manager's  operated  ship? 
Mr.  Parker.  Yes.  sir. 

The  Chairman.  Approximately  how  many  wharves  or  piers  here 
are  o\ir  ships  being  docked  or  berthed  at? 

Mr.  Parker.  Do  you  mean  under  the  division  of  operations? 

The  Chairman.  Yes,  sir;  I  mean  ships  that  the  Shipping  Board 
is  operating. 
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Mr.  Parker.  I  would  say  about  nine  now.  You  see,  since  the 
ships  came  over  under  the  division  of  operations,  if  there  is  no 
necessity  for  them  we  place  them  away  in  remote  comers  where 
they  will  not  have  any  wharfage  charge  at  all. 

The  Chairman.  Do  you  anchor  them? 

Mr.  Parker.  We  are  placing  them  down  at  Prawls  Island.  That 
is  a  little  anchorage  known  as  a  Government  anchorage,  Govern- 
ment anchorage  No.  1,  in  Kelvin  Cove. 

The  Chairman.  That  is  an  anchorage  area? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  do  not  tie  them  up  there  at  docks? 
Mr.  Parker.  We  tie  them  up  in  groups. 
The  Chairman.   But  not  at  docks? 
Mr.  Parker.  No,  sir. 

The  Chairman.  They  are  anchored  and  moored  off  in  groups? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  How  long  has  this  excessive  wharfage  charge 
prevailed  here? 

Mr.  Parbler.  Since  I  arrived  here. 
The  Chairman.  How  long  ago  is  that  ? 
Mr.  Parker.  October,  1917. 

The  Chairman.  Is  the  rate  for  wharfage  fixed  upon  the  size  of 
the  ship  or  upon  the  length  of  time  it  is  gomg  to  be  tied  up  ? 

Mr.  Parker.  The  municipal  rate,  or  rather  tne  State  rate,  of  wharf- 
age is  2  cents  a  ton  on  the  first  200  tons,  and  half  a  cent  a  ton  on  the 
balance  of  the  net  tonnage  of  the  ship. 

The  Chairman.  Is  that  the  dead- weight  tonnage? 

Mr.  Parker.  No,  sir;  on  the  net  tonnage.  That  is  the  smallest 
tonnage.    There  is  net,  gross,  and  dead- weight. 

The  Chairman.  How  is  that  as  compared  with  the  rates  charged 
by  the  municipality  or  the  State  when  considered  in  connection  with 
the  rate  charged  by  private  operators  ? 

Mr.  Parker.  That  charge  is  fixed  by  the  State.  Now  then,  the 
State  lets  out  piers  to  speculators  or  to  people  operating  large  fleets 
of  their  own,  and  they  are  operating  some  of  our  ships,  and  then  they 
charge  their  own  rates. 

The  Chairman.  And  they  can  charge  more  than  that,  then  ? 

Mr.  Parker.  We  have  a  ship  right  now  we  are  paying  $180  per 
day  on,  unless  it  has  been  changed  unknown  to  me.  That  is  in  the 
neighborhood  of  $140  per  day  in  excess  of  the  State  rates. 

The  Chairman.  Do  I  understand  that  the  State  or  the  city  will 
lease  a  pier  to  steamship  operators  or  owners,  and  that  then  they 
may  dock  Shipping  Board  vessels  there  and  charge  the  Shipping- 
Board  excessive  rates? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Is  that  under  your  jurisdiction  ? 
Mr.  Parker.  Yes ;  as  to  ships  under  the  division  of  operations  it  is.- 
The  Chairman.  I  mean  is  that  something  that  you  ca^  stop  ? 
Mr.  Parker.  I  am  doing  it  as  fast  as  I  can,  as  fast/ as  I  can  find 
piers.  j 
The  Chairman.  How  can  you  stop  it?  ) 
Mr.  Parker.  I  hunt  around  for  piers  where  I  can  get  reasonable- 
rates. 


The  Chairman.  You  can  not  do  anvthing  to  reduce 


their  rates? 
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Mr.  Parker.  Not  other  than  by  bartering  with  the  private  indi- 
vidual. Not  long  ago  one  of  our  ships  was  paying  $125  a  day.  We 
had  just  taken  her  over  from  the  Luckenbach  Steamship  Co.,  and  we 
were  paying  $125  a  day.  I  called  the  man  in.  It  was  during  stormy 
weather,  and  we  could  not  move  the  ship  right  away ;  in  fact,  it  was 
a  ship  that  we  wanted  to  reallocate,  and  to  take  her  away  from  the 
dock  and  provision  her  and  place  her  in  the  stream  meant  a  con- 
siderable extra  expense.  I  got  after  him,  and  asked  him  to  reduce 
his  rate,  and  finally  he  reduced  it  from  $1,400,  or  a  little  more  than 
that,  down  to  $500.  . 

The  Chairman.  What  is  the  reason  that  there  is  this  apparently 
expensive  cost  of  docking  ships  here  ?  Is  it  due  to  a  lack  of  policy 
of  procedure  on  the  part  of  the  Shipping  Board;  or  is  it  because 
the  Shipping  Board  has  nothing  to  do  with  the  amounts  to  be  paid 
and  that  is  left  to  the  operators  or  left  to  the  men  in  charge  of  the 
ship?  . 

Mr.  Parker.  That  is  left  to  the  ships  outside  of  the  division  of 
operations;  yes,  sir. 

The  Chairman.  Do  they  pay  these  high  rates? 

Mr.  Parker.  Yes,  sir.  We  have  some  operators  to-day  paying  $50 
per  day  for  a  smaller  ship  than  I  am  paying  for  a  division  of  opera- 
tions' ship,  $30  a  day. 

The  Chairman.  Does  this  take  in  ships  that  are  simply  tied  up  and 
not  in  commerce? 

Mr.  Parker.  Yes,  sir ;  and  those  in  commerce,  too. 

The  Chairman.  When  they  are  being  loaded  they  pay  these  rates  ? 

Mr.  Parker.  They  pay  a  higher  rate  when  they  are  occupying  a 
loading  pier  or  a  discharging  pier. 

The  Chairman.  How  about  rates  for  ships  occupying  a  loading 
or  a  discharging  pier ;  are  they  excessive,  those  rates  ? 

Mr.  Parker.  I  think  they  are ;  yes,  sir.  I  have  them  under  ad- 
justment. 

The  Chairman,  Have  you  had  anybody  to  make  a  study  of  the 
wharfage  problems  here,  and  to  ascertain  what  the  going  rates  are- 
for  ships  operated  by  private  companies,  and  the  practices  in  those 
cases  as  compared  with  ships  operated  either  by  the  Shipping  Board 
itself  or  by  operators  under  the  M.  O.  agreement  ? 

Mr.  Parker.  I  have  made  a  study  of  it  myself  by  inquiring  of 
diflFerent  ship  owners  what  their  rates  are,  and  I  am  led  to  believe 
that  the  people  who  have  charge  of  these  wharves  are  imposing  on 
Government  ships  more  than  they  are  on  privately  owned  ships. 

The  Chairman.  Do  you  know  of  any  case  where  an  operator  has 
ships  of  his  own  and  also  Shipping  Board  ships  where  that  operator 
is  paying  less  for  his  own  ships  ? 

Mr.  Parker.  No,  sir ;  I  could  not  quote  that. 

The  Chairman.  You  could  not  find  any  case  like  that  ? 

Mr.  Parker.  No,  sir. 

The  Chairman.  How  long  have  you  been  looking  into  this  ques- 
tion? 

Mr.  Parker.  Since  the  first  of  October. 

The  Chairman.  Do  you  recall  the  case  of  the  steamship  Easterner^ 
managed  by  the  Tracey  Co.  ? 
Mr.  Parker.  Yes,  sir. 
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•The  Chairman.  What  was  there  in  reference  to*  the  whar^^ge 
charge  on  that  ship  ?  ^ 

Mr,  Parker.  Well,  I  will  tell  you  thitt  Stoty  from  start  to  finMdL 
I  had  occasion  to  seek  wharfage.   I  sent,  unknowingly,  for  the  paQty 
who  owned  or  had  leased  the  wharf  where  the  Easterner  was  lyiii^ 
I  asked  him — well,  I  am  getting  a  little  too  fast.   I  had  some  occa- 
sion to  put  anchors  on  the  Easterner  for  the  managers  and  oper- 
ators, and  in  the  course  of  a  conversation  I  asked  the  marine  superin- 
'  tendent  of  the  Easterner^  Capt.  Jensen,  the  Tracey's  represenfaiive^ 
what  he  was  paying,  and  he  said  $100  a  day.  Twenty  miaaates  after- 
wards the  representative  of  the'  wharf  where  that  ship  was  lying 
eame  into  my,  office,  at  my  request,  to  talk  wharfage,  and  I  ai^ked 
him  what  he  could  give  me  wharfage  for  on  a  ship  of  the  East^mer^s 
type,  and  he  said  $75  a  day.   I  said,  "What  is  the  Easterner  p»y- 
in^?"  And  he  said,  "$75  a  day." 

The  Chairman.  How  do  you  explain  that  discrepancy? 

Mr.  Parker.  Now  the  marine  superintendent  tells  me  that  th^ 
never  paid  that  $100  a  day,  that  they  got  it  reduced  immediately 
after  mv  conversation  with  them. 

The  Chairman.  Well,  had  they  been  charging  that  amount  to  the 
Shipping  Boarcf,  $100  a  day? 

Mr.  Parker.  No,  as  to  wharfage  they  did  not.  Their  charge  was. 
$75^  Now  that  bill  as  made  out  is  $75,  but  the  marine  superintendent 
told  me  aver  the  phone  that  they  were  paying  $100  a  day. 

The  Chairman.  And  the  bill  is  made  out  at  $75  a  day? 

Mr.  Parker.  Yes,  sir;  at  $75  a  day.  He  called  me  up  about  two 
days  ago  and  told  me  about  it. 

The  Chairman.  Do  you  know  Capt.  Yates? 

Mr.  Parker.  Yes,  sir.  Do  you  means  Capt,  Yat^^  of  tb^  (Jtneral 
Navigation  Co.  ? 

The  Chairman.  Formerly  marine  fiuperifrt^^M^lit  in  cli^fge'  here- 
Mr.  Parkjer.  YeSj  sir:  I  am  quite  well  acquaiiite^  WJifo  kiWt, 
The  Chairman.  Has  M  charge  of  any  wharves  ?• 
*    Mr.  Parker.  I  believe  fee  \%  associa.ted  with  the  State  pi^rs  ai  Jfew 
London.  That  is  the  only  6m  I  know  of  that  he  is  associated  widi^ 
The  Chairman.  Are  we  usid^         piers  ? 

Mr.  Parker.  Yes,  sir.    We  haW  ^eti  ships  at  the  present  ii&m 
tied  up  there,  at  the  rate  of  $15  per  dd:y. 
The  Chairman.  Is  that  a  reasonable^  rate  ? 

Mr.  Parker.  It  is  the  best  that  w^^  ^^i^'  getting:  anywhere  else.  Of 
course,  it  is  in  a  remote  place. 

The  Chairman.  Do  you  have  jurisdictioli'  oVei*^  the  withdrawal  o£ 
ships  from  commerce  and  the  putting  of  the'ifi"iii'^td«iEige? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Who  has  that  ? 

Mr.  Packer.  That  is  done  in  Washington,  witl^  Mr*:.  Andrews  and 
Mr;  Foster,  the  representatives  here  in  New  York. 

The-  Ckeairman.  Do  you  know  whether  any  Shippings  Board  rep- 
resentatives of  ships  operating  either  under  the  M.  O.  agt*eement  or 
by  the  division  of  operations  are  under  bond? 

Mr.  Parker,  Any  of  the  operators  ? 

The  Chairman.  Yes. 

Mr.  Parser,  I  4p  not  know,  sir. 
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The  Chairman.  If  I  understand  correctly,  there  is  an  engineer 
aboard  a  ship. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  a  steward  aboard  a  ship  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  a  captain  aboard  each  ship  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  All  of  whom  have  authority  to  contract  bills  for 
the  vessel  ? 

Mr.  Parker.  When  abroad ;  ves,  sir. 

The  Chairman.  And  then  there  is  the  port  captain  and  the  port 
engineer  and  the  port  steward  in  the  home  port,  who  have  authority 
to  contract  obligations  against  the  Shipping  Board  on  account  of 
their  ship  ? 

'   Mr.  Parker.  Yes,  sir. 

The  Chairman.  Are  any  of  those  officials,  if  you  know,  bonded? 

Mr.  Parker.  Not  to  my  knowledge.  Oh,  I  beg  pardon.  In  some 
cases  they  are.  I  do  not  know  whether  they  are  in  all  cases,  but  I 
know  that  a  man  came  in  to  me  three  days  ago,  I  think  it  was,  and 
he  was  the  superintending  engineer,  and  he  told  me  he  was  under  a 
$20,000  bond.  He  was  with  the  Seager  Trading  Co.  That  is  the 
only  case  I  know  of. 

The  Chairman.  Do  you  know  of  cases  where  the  Shipping  Board 
has  required  bonds  to  be  furnished  by  men  whom  they  have  ap- 
pointed to  these  positions  ? 

Mr.  Parker.  No,  sir ;  I  do  not  know  it.    It  may  be,  however. 

The  Chairman.  Do  you  think  that  would  be  practicable  ? 

Mr.  Parker.  I  do,  sir.  I  think  it  would  eliminate  a  whole  lot  of 
this  cussedness  abroad.  I  believe  if  we  should  put  our  captains 
under  bond  that  it  would  overcome  a  whole  lot  of  these  excessive 
charges. 

The  Chairman.  Have  you  made  any  such  recommendation  ? 
Mr.  J^arker.  Not  in  writing.    I  have  talked  the  matter  over  with* 
my  superiors  several  times  and  quite  often,  so  often  that  I  almost 
fear  I  have  become  obnoxious  to  them. 

The  Chairman.  What  is  your  suggestion  as  to  remedying  this 
docking  situation  here  in  New  York? 

Mr.  PARitER.  For  us  all  to  pull  together  and  put  our  ships  either 
at  anchor  or  at  isolated  places,  like  Prawls  Island,  or  Jamaica  Bay, 
and  let  these  wharves  remain  idle  for  a  little  while.  I  think  is  would 
very  likely  cause  them  to  come  to  time. 

The  Chairman.  I  think  you  said  you  did  know  of  one  in- 
stance where  a  ship  operator  under  an  M.  O.  agreement  was  also 


wharfage  in  excess  of  the  State  rate  ? 

Mr.  Parker.  No  ;  that  is,  I  do  at  a  repair  yard.  I  know  of  several 
cases  of  that  kind;  that  is,  it  is  from  a  verbal  conversation.  The 
United  States  Mail  or  the  France-Canada  Line  had  a  pier  leased. 
They  are  managers  and  operators  of  some  of  our  ships,  and  I  asked 
them  what  wharfage  they  were  charging  those  ships  lying  at  the 
pier,  and  they  said  $100  a  day.    That  was  way  in  excess  of  what  it 


the  lessee  of  a  wharf  and  was 


Board  a 


The  Chairman.  They  were  tied-up  ships? 
Mr.  Parser.  Yes,  sir. 
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The  Chairman.  Do  you  know  of  any  instance  in  this  vicinity  or 
in  your  district  where  steamship  concerns  have  taken  a  lease  or 
have  the  use  of  piers  formerly  under  the  jurisdiction  of  the  War 
and  Navy  Departments  and  who  are  operating  ships  of  the  Shipping 
Board  under  an  M.  O.  agreement  and  charging  them  wharfage  ? 

Mr.  Parker.  No  ;  I  can  not  quote  positively  on  that,  but  the  Mun- 
son  Line  and  the  Cosmopolitan  Line  are  occupying  the  Hoboken 
piers. 

The  Chairman.  They  were  formerly  under  the  War  Department? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  know  what  thej  are  charging? 
Mr.  Parker.  No,  sir ;  I  do  not  know  their  rates. 
The  Chairman.  Do  you  know  that  they  are  charging  anything? 
Mr.  Parker.  I  can  not  say. 

The  Chairman.  Isn't  that  under  your  supervision? 

Mr.  Parker.  I  have  been  butting  in  on  that.  It  is  not  supposed 
to  be  under  my  supervision,  and  I  am  not  supposed  to  interfere  with 
managers  and  operators  unless  a  thing  points  out  very  clearly. 

The  Chairman.  Who  has  charge  of  wharfage  here? 

Mr.  Parker.  The  wharfage  of  ships  under  the  diyision  of  opera- 
tions I  have,  but  not  of  the  ships  of  managers  and  operators.   I  re- 
quest managers  and  operators  to  come  down  in  their  prices,  but  I 
have  no  authority  to  compel  them  to  do  so. 

The  Chairman.  Under  what  agreement  are  Shipping  Board  ships 
being  operated  now— M.  O.  1,  M.  O.  2,  M.  O.  3,  or  M.  O.  4? 

Mr.  Parker.  I  think  under  M.  O.  4. 

The  Chairman.  Do  you  think  M.  0. 4  has  been  put  into  operation  ? 
Mr.  Parker.  In  many  instances,  I  think. 

The  Chairman.  Do  you  know  whether  it  was  made  retroactive — 
dated  back  ? 

Mr.  Parker.  That  I  could  not  tell  you.  You  see  that  comes  under 
(he  allocation  department. 

The  Chairman.  Who  is  in  charge  of  that  here  ? 

Mr.  Parker.  Mr.  Andrews  and  Mr.  Foster.  Word  comes  up  from 
Washington  that  a  ship  is  being  allocated  or  assigned  to  a  certain 
concern,  and  they  pass  the  word  on. 

The  Chairman.  Do  you  have  anything  to  do  with  repair  yards, 
Captain? 

Mr.  Parker.  Only  the  repair  of  ships  under  the  division  of  opera- 
tions. I  have  nothing  to  do  with  the  yards,  only  with  the  repaii-s 
of  ships  under  the  division  of  operations. 

The  Chairman.  Do  you  call  for  bids? 

Mr.  Parker.  Yes ;  we  have  been  doing  it  lately,  that  is,  in  two  or 
three  instances. 

The  Chairman.  You  award  the  contract? 

Mr.  Parker.  Yes,  sir.  That  is,  the  Marine  Department  does  that 
through  the  Construction  and  Kepair  Department.  I  will  quote  an 
instance :  If  it  is  found  necessary  for  repairs  to  be  done,  we  have  an 
inspection  made,  and  make  a  requisition  setting  forth  the  required 
repairs.  We  send  that  to  the  Construction  and  Repair  Department, 
and  tell  them  to  get  bids  on  the  work  and  give  it  to  the  lowest  bid- 
der. But  the  repairs  are  really  in  the  hands  of  the  Construction  and 
Repair  Department. 
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The  Chairman.  Would  you  say  that  the  matter  of  operations  of 
ships  under  the  managing  operators  agreement,  and  also  of  the  ships 
being  operated  by  the  Division  of  Operations,  including  the  matter 
of  dry  docking  and  repairs,  are  all  under  sufficient  supervision  or 
inspection  to  safeguard  against  excessive  expenditures  of  money? 

Mr.  Parker.  I  am  afraid  not,  sir. 

The  Chairman.  Would  you  believe  it  practicable  for  each  ship 
operated  under  an  M.  O.  agreement,  to  have  a  representative  of  the 
Shipping  Board  constantly  aboard  that  ship  to  supervise  any  ex- 
penditures made  necessary? 

Mr.  Parker.  I  think  that  any  repair  work  should  be  investigated 
before  being  approved,  by  the  ship's  owner,  which  is  the  Shipping 
Board. 

The  Chairman.  Isn't  that  done  now,  in  a  way  ? 
Mr.  Parker.  Well,  only  in  a  way,  sir. 

The  Chairman.  Do  you  think  the  method  could  be  improved 
upon? 

Mr.  Parker.  I  do,  sir. 

The  Chairman.  In  what  way  ? 

Mr.  Parker.  By  having  a  competent  representative  go  aboard  the 
ship  and  make  a  thorough  inspection ;  open  up  the  machinery  wher- 
ever defects  are  reported  to  exist,  and  get  estimates  before — well,  to 
cooperate  with  managers  and  operators.  Eeally,  my  idea  would  be 
to  do  the  same  as  the  commercial  lines  do.  The  Government  owns 
the  ships,  why  not  let  the  Government  repair  the  ships?  My  idea 
may  seem  strange  to  you,  sir,  but  when  I  came  out  here  from  the 
Pacific  coast  in  1917,  I  came  out  in  a  Shipping  Board  ship. 
She  was  under  charter  to  Williams,  Diamond  &  Co.,  at  so  much 
per  ton,  and  manned  and  stored  at  that  rate.  I  believe  that  is 
the  only  system  by  which  we  are  ever  going  to  make  a  success  of  our 
Government -owned  ships. 

The  Chairman.  Does  that  mean  a  charter  upon  the  bare-boat 
hasis  ? 

Mr.  Parker.  No,  sir.  On  the  bare-boat  basis  you  give  the  oper- 
ator too  much  opportunity  to  run  up  excessive  bills. 

The  Chairman.  Then  this  plan  of  yours  is  really  more  than  the 
bare-boat  basis  and  a  little  less  than  the  M.  O.  agreement? 

Mr.  Parker.  Yes.  It  is  a  case  of  this  kind:  You,  as  the  owner, 
have  the  ship,  and  I  have  a  certain  amount  of  freight  to  distribute 
from  one  port  to  another,  say  10,000  tons.  I  make  application  to 
you  for  a  ship  to  take  these  10,000  tons  of  freight,  and  ask  you  for 
your  price  for  the  delivery  of  those  goods.  The  ship  is  all  equipped 
by  the  Government,  and  all  the  repairs  are  done  by  the  Government, 
and  the  manning  is  done  hj  the  Government.  One  of  our  greatest 
errors  to-day  in  the  Shipping  Board  is  permitting  managers  and 
operators  to  put  their  own  selection  of  men  aboard .  ships.  That  is 
where  the  fraudulent  work  is  done  abroad  so  much.  Say  here  is  a 
man  who  is  a  captain  and  who  goes  aboard  a  ship  to-day.  He  makes 
a  successful  voyage  and  he  is  a  good  ship  master.  He  comes  back, 
and  then  his  ship  is  taken  away  from  him  and  allocated  to  another 
concern. 

Immediately  on  the  allocation  the  other  concern  says  to  the  cap- 
tain :  "  We  have  no  more  use  for  you.  We  have  a  man  of  our  own 
that  we  will  put  on  there."   That  fellow  is  then  out  in  the  street 
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lookiiig  for  a  job.  The  next  ship  he  gets  aboard  of  he  sees  an  op- 
portunity to  make  an  inning  before  t^e  time  when  he  will  be  on  the 
street  again,  and  he  just  goes  ahead  and  makes  it.  What  we  should 
do  would  be  to  put  our  chief  engineer  or  our  own  crew  on  a  ship. 
I  think  the  repairing  and  manning  of  Shipping  Board  ships  by  the 
Shipping  Board  is  tne  proper  system. 

The  Chairman.  That  keeps  the  Government  in  the  work  of  the 
operation  of  ships  ?  * 

Mr.  Parser,  x  es,  sir ;  and  we  are  in  it  now. 

The  Chairman.  It  is  rather  an  expensive  way,  isn't  it  ? 

Mr.  Parker.  I  think  it  is  less  expensive. 

The  Chairman.  You  do  ? 

Mr.  Parker.  You  consult  any  old-time  shipping  concern,  and  say 
you  go  to  them,  for  instance,  and  say :  "  I  want  a  ship,  but  I  want  to 
select  my  captain  and  chief  engineer."  They  will  tell  you  that  you 
can  not  have  their  ship,  because  they  want  their  own  men  there  to 
see  that  the  ship  is  kept  up  properly. 

The  Chairman.  Did  you  make  any  detailed  investigation  or  in- 
q[uiry  into  these  boats  received  from  the  Submarine  Boat  Corpora- 
tion, Captain?  I  mean  to  ascertain  how  it  happened  that  those  ves- 
sels were  turned  over  in  the  shape  they  were  despite  the  inspection 
or  work  of  the  Shipping  Board  employees  or  officials? 

Mr.  Parker.  Yes ;  I  made  that  report  to  my  superiors.  The  first 
that  came  to  my  notice  was  given  to  Capt.  Ferris.  Also  at  that  time 
Mr.  Scott  was  then  superintending  engineer.  I  called  their  atten- 
tion to  it.  They  said  they  would  take  steps  to  do  it,  and  they  said 
they  had  done  it.  But  they  said  they  were  overruled,  that  the  ships 
were  being  built  as  per  specifications  and  they  could  not  do  anything 
else  but  accept  them  as  they  were. 

The  Chairman.  Would  the  matter  of  defective  riveting  and  other 
defective  worlananship  and  material,  which  was  discovered,  as  I  un- 
derstand you,  indicate  to  you  that  they  were  being  constructed  ac- 
cording to  the  specifications  ? 

Mr.  Parker.  I  believe  they  were,  sir;  that  is,  not  as  to  work- 
manship. 


Mr.  Parker.  But  as  to  design,  yes. 
The  Chairman.  As  to  design? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  But  do  you  think  that  the  specifications  permitted 
defective  riveting? 

Mr.  Parker.  No,  sir;  no,  no;  that  is  workmanship,  that  is  work- 
manship. 

The  Chairman.  Do  you  know  whether  or  not  at  the  time  that  work 
was  going  on,  it  had  been  brought  to  anybody's  attention  that  it  was 
being  performed  

Mr.  Parker  (interposing).  I  know  that  they  told  me — I  did  not 
personally  interview  the  Submarine  Boat  Corporation,  but  my  su- 
periors told  me  that  they  had,  and  that  they  

The  Chairman.  Who  were  your  superiors  who  told  you  ? 

Mr.  Parker.  At  that  time  it  was  Capt.  Ferris. 

The  Chairman.  Capt.  Ferris? 

Mr.  Parker.  Yes,  sir ;  Capt.  Ferris. 

The  Chairman.  Here  at  New  York? 
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Mr.  Pabker.  Yes. 

The  Chairman.  He  said  that  he  had  interviewed  the  Submarine 
Boat  Corporation  ?  , 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Now,  did  the  Government  have  to  pay  for  putting 
these  ships  in  shape  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Or  was  it  done  by  the  builder  ? 

Mr.  Parker.  No,  sir ;  the  Government  had  to  pay  for  it  as  I  under- 
stand. Mr.  Jett  succeeded  Mr.  Bunker;  I  called  his  attention  to  it, 
and  he  said  he  had  taken  the  matter  up  with  them  and  they  had  just 
shnply  ignored  him. 

The  Chairman.  How  many  ships  were  there  of  that  soii:,  that  you 
had? 

Mr.  Parker.  I  could  not  recall  the  exact  number,  sir,  but  they  were 
numerous.  Nearly  every  submarine  boat  was  of  that  nature.  Of 
course,  prior  to  the  armistice  being  signed,  why,  we  did  not  take  such 
great  exception  to  it,  at  the  poor  delivery,  because  it  was  ships  we 
wanted,  regardless  of  their  condition;  but  after  the  armistice  we 
raised  a  considerable  of  a  noise  about  it.  It  did  not  meet  with  any 
results,  though. 

The  Chairman.  Are  those  ships  being  operated  today? 

Mr.  Parker.  Some  of  them ;  a  great  many  of  them  are  being  laid 
up,  though,  sir;  a  great  many. 

The  Chairman.  How  about  ships  out  of  New  York,  are  there  quite 
a  few  being  laid  up  ? 

Mr.  Parker.  Oh,  yes,  sir. 

The  Chairman.  What  is  the  reason  for  that  ? 

Mr.  Parker.  Well,  I  think  that  is  general  depression  in  business, 
in  trading. 

The  Chairman.  Are  any  of  the  old  established  lines  laying  up  any 
of  their  craft  ? 

Mr.  Parker.  I  think  so ;  yes,  sir. 
The  Chairman.  They  are? 
Mr.  Parker.  Oh,  yes. 

The  Chairman.  So  it  is  a  general  condition? 

Mr.  Parker.,  I  think  so.  1  find  out,  sir,  that  abroad  it  is  very 
much  the  same,  in  Europe.  European  maritime  countries  are  laying 
up  lots  of  their  ships,  too. 

The  Chairman.  With  the  revival  of  business  conditions,  do  you 
look  to  see  our  shipping  interests  restore  these  Shipping  Board  ships 
to  commerce? 

Mr.  Parker.  I  do  not  see  anything  to  prevent  it,  sir ;  I  do  not  see 
anything  to  prevent  it. 

The  Chairman.  When  these  ships  are  laid  up,  under  the  present 
agreement,  who  is  responsible  for  repairs  ? 

Mr.  Parker.  The  Division  of  Operations. 

The  Chairman.  And  also  responsible  for  the  storage  of  them,  and 
the  care  ? 

Mr.  Parker.  Yes,  sir ;  and  the  upkeep ;  yes,  sir. 

The  Chairman.  All  the  operator  has  to  do  is  to  sail  in  with  his 
ship,  unload  his  cargo  and  say,  "  Here  is  your  boat,  we  are  not  going 
to  operate  it,  because  business  is  bad,"  and  then  the  responsibility 
goes  upon  the  Shipping  Board  or  the  Fleet  Corporation  ? 
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Mr.  Parker.  Yes,  sir. 

The  Chairman.  How  large  are  those  submarine  boat  ships;  were 
they  all  of  one  size  ? 

Mr.  Parker.  About  5,500  tons.  They  vary  a  little,  from  5,500  to 
5,700,  and  about  5,200.  Some  of  them  I  think  are  down  as  low  as 
5,000,  but  they  will  average  about  ^,400  or  5,500. 

The  Chairman.  Are  they  oil  burners  or  coal? 

Mr.  Parker.  Some  oil  and  some  coal. 

The  Chairman.  Do  you  have  anything  to  do  with  saying  when  a 
ship  shall  be  converted  from  a  coal  burner  to  an  oil  burner? 
Mr.  Parker.  No,  sir. 

The  Chairman.  Is  that  a  Construction  and  Repair  matter  ? 
Mr.  Parker.  That,  I  think,  is  decided  in  Washington  mostly. 
The  Chairman.  Bj^  the  Shipping  Board? 
Mr.  Parker.  Yes,  sir.   I  think  the  commissioners  do  that. 
The  Chairman.  Do  you  report  at  all  to  the  Division  of  Opera- 
tions? 

Mr.  Parker.  Oh,  yes;  I  repprt  to  Mr.  George  Sterling;  he  is  my 
superior. 

The  Chairman.  What  is  his  title  ? 
Mr.  Parker.  He  is  the  assistant  director. 
The  Chairman.  Of  operations? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  He  reports  to  Capt.  Foley  at  Washington? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  have  nothing  to  do  with  auditing  the  ac- 
counts of  operations? 

Mr.  Parker.  Only  to  look  over  the  accounts,  such  as  the  payrolls 
or  bills  contracted  while  under  the  Division  of  Operations.  I  have 
to  do  with  that  altogether. 

The  Chairman.  Just  to  revert  to  your  suggestion  a  few  moments 
ago,  about  manning  and  storing  ships;  do  you  know  of  any  such 
arrangement  which  has  been  tried  out  upon  any  Government  ships  ? 

Mr.  Parker.  No,  sir,  not  in  any  Government  ships — yes,  the  one 
as  I  tell  you.    As  I  understand  it,  the  way  the  Shipping  Board's 

flans  were  in  the  making,  was  to  charge  so  much  per  ton  per  ship, 
am  not  positive  that  the  manning  and  storing  were  included  m 
that  or  not,  but  that  was  under  the  conditions  that  I  came  around 
from  San  Francisco  to  New  York. 

The  Chairman.  That  was  the  M.  O.  2,  was  it  not? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  That  was  changed? 

Mr.  Parker.  Yes.  sir. 

The  Chairman.  How  many  men  have  you  in  your  department, 
under  your  jurisdiction? 

Mr.  Parker.  I  could  not  tell  you  right  offhand,  but  including  the 
ships  that  are  under  our  management  now,  the  crews,  you  know,  in 
the  neighborhood  of  500. 

The  Chairman.  500? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  know  the  Green  Star  Co.;  does  that 
operate  from  New  York? 

Mr.  Parker.  Well,  I  know  of  them,  yes,  sir.  We  do  business  with 
^Hem,  in  a  way. 
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The  Chairman.  What  business  do  you  have  to  do  with  them? 

Mr.  Parker.  Well,  only  in  the  approving  of  the  personnel. 

The  Chairman^  Approving  of  the  personnel? 

Mr.  Parker.  Yes,  sir,  and  the  physical  inspection  of  all  of  the 
shins  under  their  management. 

The  Chairman.  Well,  you  have  no  more  to  do  with  them  than  you 
have  to  do  with  other  operators? 

Mr.  Parker.  No,  sir ;  no,  no,  not  at  all. 

The  Chairman.  Do  I  understand  you  to  say  that  if  an  operator 
has  a  Shipping  Board  ship,  and  he  takes  it  from  New  York  to 
Liverpool,  for  instance,  and  return,  and  on  the  return  voyage  he  gets 
into  dilRculties,  you  have  the  authority  to  have  that  captain  re- 
moved ? 

Mr.  Parker.  Yes,  sir ;  provided  we  find  he  is  guilty.  We  can  have 
him  removed  immediately  on  that  finding. 

,The  Chairman.  Well,  now,  do  you  take  the  finding  that  you  make 
yourself,  or  the  finding  of  the  United  States  inspectors? 

Mr.  Parker.  We  do  not  do  any  business  with  the  United  States 
local  inspectors  at  all.    I  tried  to  do  it  in  the  start. 

The  Chairman.  Well,  though,  in  the  case  of  a  collision  

Mr.  Parker.  Oh,  in  the  case  of  a  collision  we  turn  that  over  to 
them ;  but  in  many  instances  .we  have  reversed  their  decision,  simply 
because  they  told  me,  in  the  early  stages  of  our  enterprise  here,  the 
Shipping  Board  enterprise,  that  men  were  so  scarce  that  they  had  to 
overlook  a  lot  of  these  errors  that  were  made,  such  as  the  grounding 
of  a  ship.  I  have  had  to  take  masters  out  of  ships  that  the  local  in- 
spectors refused  to  take  out,  after  they  had  done  a  lot  of  damage. 

The  Chairman.  So  that  where  the  United  States  inspectors  have 
held  an  inquiry  and  have  not  deemed  the  incident  of  sufficient  impor- 
tance to  discipline  the  master,  the  Shipping  Board  has  looked  into 
the  matter  and  investigated  it,  and  has  disciplined  him  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Or  dismissed  him? 

Mr.  Parker.  Yes,  sir.  I  might  quote  a  couple  of  instances,  if  you 
wish  to  have  them. 

The  Chairman.  Well,  perhaps  it  would  be  well  for  the  record, 
Captain,  if  you  could  give  us  a  couple  of  cases  where  that  has  oc- 
curred, and  what  the  infraction  was. 

Mr.  Parker.  I  can  not  recall  the  names  of  the  ships,  but  there  were 
two  ships  that  were  grounded  here  on  the  Jersey  Coast  in  a  thick  fog. 
On  one  a  man  kept  dropping  the  lead  over  and  running  into  shoaler 
water,  and  continued  on  the  same  course  until  he  ran  into  the  shore. 
The  local  inspectors  did  not  deem  it  sufficient  to  take  his  license  away, 
but  we  dismissed  the  man.    There  were  two  cases  the  same  night. 

The  Chairman.  Is  that  shown  in  the  log  book? 

Mr.  Parker.  Oh,  yes,  surely.  In  the  other  case  the  same  night  a 
man  ran  his  ship  ashore  in  a  thick  fog,  but  never  sounded,  never  took 
a  cast  of  the  lead — both  violations  of  the  Marine  Laws. 

The  Chairman.  Did  the  inspectors  hold  an  inquiry  in  that  case  ? 

Mr.  Parker.  Yes,  sir. 
*  The  Chairman.  And  did  not  do  anything  about  it? 

Mr.  Parker.  No,  sir. 

The  Chairman.  And  you  dismissed  the  man? 
Mr.  Parker.  Yes,  sir. 
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The  Chairman.  How  long  had  that  man  been  a  sea  captain  ? 
Mr.  Parker.  Why,  they  both  had  been  old  sea  captains;  both  of 
them. 

The  Chairman.  Well,  it  is  quite  frequent,  is  it  not  

Mr.  Parker.  Oh,  ye^. 

The  Chairman  (continuing).  That  sea  captains  will  go  along  in  a 
fog  without  sounding  ? 

Mr.  Parker.  Well,  no ;  I  would  not  say  it  is  quite  frequent.  Those 
were  a  couple  of  the  most  flagrant  cases  I  ever  met. 

The  Chairman.  Were  the  ships  damaged  to  any  extent  ? 

Mr.  Parker.  Oh,  yes ;  they  had  to  be  docked. 

The  Chairman.  Had  to  be  docked  ? 

Mr.  Parker.  Yes,  sir ;  had  to  be  docked. 

The  Chairman.  Were  they  ships  operated  under  the  operators- 
agreement  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Or  Division  of  Operations? 

Mr.  Parker.  Yes ;  they  were  under  the  operators'  agreement.  One 
was  by  the  Paragon  Steamship  Co.,  I  think,  and  the  other  by  J.  H. 
Winchester  &  Co. ;  Capt.  Clark  and  Capt.  Mansfield. 

The  Chairman.  Any  questions,  Mr.  Steele  ? 

Mr.  Steele.  Captain,  1  do  not  think  I 'was  present  at  your  previous 
examination.  I  understand  a  considerable  part  of  the  matter  you  have 
testified  to  here  was  covered  by  your  previous  testimony. 

Mr.  Parker.  Some  of  it.  1  do  not  think  I  went  into  quite  as  much 
detail  as  I  have  this  time. 

Mr.  Steele.  This  coal  transaction  which  you  have  referred  to,  of 
the  Dio  

Mr.  Parker.  That  was  oil,  sir. 

Mr.  Steele.  That  was  oil  ? 

Mr.  Parker.  Oil  fuel. 

Mr.  Steele.  Was  that  covered  by  your  previous  testimony?  I 
simply  do  not  care  to  repeat. 

Mr.  Parker.  No  ;  I  think  not.  I  do  not  think  it  was ;  was  it,  Mr. 
Walsh? 

The  Chairman.  I  do  not  think  we  inquired  of  you.  Captain. 
Mr.  Parker.  No. 

The  Chairman.  You  may  have  been  present  when  some  other  wit- 
ness was  interrogated. 

Mr.  Parker.  No,  I  was  not.  I  went  right  out  of  the  room  as  soon 
as  you  were  through  with  me. 

Mr.  Steele.  It  was  brought  out  by  some  of  the  other  witnesses? 

The  Chairman.  Oh,  yes,  by  the  steward,  I  think,  aboard  the  ship. 

Mr.  Steele.  Now,  you  have  stated.  Captain,  that  in  your  judg- 
ment the  board  has  been  imposed  upon,  not  by  officials,  but  by  repre- 
sentative of  operators? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  What  was  the  character  of  that  imposition? 

Mr.  Parker.  Well,  in  the  purchase  of  supplies,  and  also  the  non- 
upkeep  of  the  ships.  We  have  taken  ships  away  from  managers  and 
operators  for  that  same  cause. 

Mr.  Steele.  And  that,  you,  say,  has  been  corrected? 

Mr.  Parker.  Yes,  sir,  we  are  correcting  those  cases  whenever  we 

eet  up  with  them. 
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Mr.  Steele.  Now,  these  defects  that  you  have  referred  to  in  the 
submarine  boats,  they  were  defects  in  original  construction,  were 
they? 

Mr.  Pari^er.  Yes,  sir,  in  the  design. 

Mr.  Steele.  Well,  the  design,  of  course,  the  contractor  has  nothing 
to  do  with. 

Mr.  Parker.  No  ;  as  I  understand  it,  sir,  the  dedgn  was  by  Govern- 
ment olRcials. 

Mr.  Steele.  Yes.  So  that  there  is  no  charge  against  the  contractor 
for  conforming  with  the  Government's  own  design? 

Mr.  Parker.  No,  sir,  no.  I  can  not  see  where  that  would  be.  The 
only  thing  is,  we  ought  to  have  remedied  that  design  as  soon  as  we 
found  it  defective. 

Mr.  Steele.  I  agree  with  you  there.  But  I  am  trying  to  get  at 
now  just  where  the  contractor  fell  down  on  his  work. 

Mr.  Parker.  Well,  the  contractor  would  fall  down  on  his  work, 
as  Mr.  Walsh  says  here,  when  he  referred  to  the  riveting. 

Mr.  Steele.  Yes. 

Mr.  Parker.  And  in  the  general  workmanship. 

iMr.  Steele.  General  workmanship.  Well  now,  were  there  Gov- 
iseriiment  inspectors  on  those  vessels  during  the  time  of  their  con- 
:$|t:i!ftction? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  And  this  workmanship  passed  their  inspection? 
Mr^  Parker.  Yes. 

Mr.  Steele.  And  was  the  attention  of  the  contractors  called  to 
the  defect  ? 

Mr.  Parker.  Yes,  sir. 
Mr.  Steele.  It  was? 
.  Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  And  yet  there  was  no  charge  made  against  the  con- 
tractor ? 

Mr.  Parker.  Apparently  not.   I  do  not  know  of  any,  sir. 

Mr.  Steele.  Have  you  any  knowledge  on  that  subject? 

Mr.  Parker.  I  do  not  know  of  any  charge.  I  do  not  know  where 
those  contractors  have  ever  been  called  on  to  make  good. 

Mr.  Steele.  Have  you  ever  made  any  inquiry  on  that  subject? 

Mr.  Parker.  Well,  I  have,  yes ;  and  been  told  that  they  could  not 
,  do  anything.  Mr.  Bunker  and  Mr.  Jett  and  Mr.  Mason,  all  three, 
:  they  were  men  in  charge  of  the  construction  and  repair  department, 
with  whom  I  took  the  matter  up,  told  me  that  they  had  used  every 
^  effort,  to  no  avail. 

Mr.  Steele.  That  is,  to  obtain  an  adjustment  of  tha<t  defect  with 
7  the  contractors  ? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  That  Avas  the  Submarine  Boat  Co.  ? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Over  here  at  Newark? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  And  there  were  a  number  of  such  vessels,  you  say  ? 

Mr.  Parker.  Yes,  sir ;  there  were  a  number  of  them.  I  would  say 
there  were  more  than  40. 

Mr.  Steele.  More  than  40.  And  those  defects,  you  say,  were  after- 
wards remedied  by  the  Government  itself? 
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Mr.  Parker.  In  a  great  measure.  There  are  some  of  those  defects 
that  still  exist,  sir. 

Mr.  Steele.  But  wherever  they  were  remedied  by  the  Government, 
you  say  that  the  Government  did  so  at  its  own  expense? 

Mr.  Parker.  To  the  best  of  my  knowledge ;  yes,  sir.  It  was  done 
by  the  construction  and  repair  department,  and  they  told  me  that 
it  was  done  at  the  Government's  expense. 

Mr.  Steele.  And  no  charge  back  to  the  contractor  for  it? 

Mr.  Parker.  That  is  what  they  told  me;  yes,  sir. 

Mr.  Steele.  That  is  what  they  told  you  ? 

Mr.  Parker.  But  I  could  not  swear  to  it,  you  know.  I  am  only 
voicing  their  words  to  me. 

Mr.  Steele.  As  I  understand  it,  you  have  no  direct  information 
of  your  own? 

Mr.  Parker.  No,  sir. 

Mr.  Steele.  You  are  only  repeating  

Mr.  Parker.  That  is  all. 

Mr.  Steele  (continuing).  What  officers  have  told  you? 

Mr.  Parker.  That  is  all.  I  took  the  matter  up  with  them  about 
the  defects,  and  this  is  their  reply. 

Mr.  Steele.  And  if  there  is  any  mistake  about  it,  it  is  due  to  the 
misinformation  given  to  you? 

Mr.  Parker.  What  is  that,  sir? 

Mr.  Steele.  If  there  is  any  mistake  about  it,  it  is  due  to  the  mis- 
information given  to  you? 
Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Now  the  case  of  the  Easterner^ d\A  you  testify  to  that 
before,  Captain? 

Mr.  Parker.  No,  sir. 

Mr.  Steele.  You  did  not.  That,  however,  simply  resolves  itself 
down  to  this,  that  you  were  informed  that  a  charge  was  made  of 
$100  per  day,  but  no  such  charge  was  actually  made  to  the  Govern- 
ment ? 

Mr.  Parker.  No,  sir. 

Mr.  Steele.  So  the  Government  lost  nothing  there? 

Mr.  Parker.  Nothing;  no.  I  think  it  would  have,  though,  if  I 
had  not  checked  it  up. 

Mr.  Steele.  Now  I  understand  that  you  dissent  from  the  bare 
boat  idea? 

Mr.  Parker.  I  am  onlj  working  on  the  theory  or  the  practice 
of  old  practical  steamship  companies  that  have  built  up  a  repu- 
tation and  a  fortune  on  those  lines. 

Mr.  Steele.  Yes.  Well,  that  policy  has  not  yet  been  inaugu- 
rated, as  I  understand? 

Mr.  Parker.  Never;  no,  sir. 

Mr.  Steele.  It  is  simply  under  discussion  or  consideration? 

Mr.  Parker.  I  hope  to  see  it  inaugurated,  though. 

Mr.  Steele.  You  hope  to  see  it  inaugurated? 

Mr.  Parker.  I  do ;  yes,  sir. 

Mr.  Steele.  That  is,  the  bare  boats? 

Mr.  Parker.  No,  sir;  the  boats  equipped* 

The  Chairman.  Manned  and  stored? 

Mr.  Parker.  Yes,  manned  and  stored. 

Mr.  Steele.  That  is,  by  Government  officers  ? 
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Mr.  Parker.  Yes,  sir;  by  the  Government,  at  Government  ex- 
pense. 

Mr.  Steele.  Now,  as  Mr.  Walsh  suggested,  does  not  that  keep 
the  Government  in  the  business  all  the  time  more  deeply? 

Mr.  Parker.  They  are  in  the  business  all  the  time  as  it  is,  sir, 
under  any  agreement  we  have  ever  had. 

Mr.  Steele.  But  would  not  the  bare-boat  idea  eliminate  this 
question  of  operators  imposing  upon  the  Government? 

Mr.  Parker.  I  think  it  would  give  them  a  greater  opportunity. 

Mr.  Steele.  You  think  it  would? 

Mr.  Parker.  When  he  gets  the  bare  boat  he  has  charge  of  the 
stores,  the  supplies,  as  I  understand  it.  I  have  been  told  that 
a  bare-boat  charter  we  are  to  keep  our  hand  off  of.  We  have  a 
bftre-boat  ship  in  here  now,  sir,  that  we  have  just  taken  over. 

Mr.  Steele.  Well,  those  charges  are  not  made  to  the  Government, 
though. 

Mr.  Parker.  Which? 

Mr.  Steele.  They  simply  lease  the  boat,  do  they  not,  practically 
the  bare  boat  itself?   Is  not  that  the  theory? 

Mr.  Parker.  Yes,  sir ;  they  lease  the  bare  

Mr.  Steele.  And  all  that  the  Government  has  to  do  is  to  see  that 
their  leased  property  is  returned  to  them  in  substantially  the  same 
condition  as  when  tney  leased  it? 

Mr.  Parker.  Is  it  returned  to  them,  though,  in  that  condition? 
Here  we  are  receiving  a  ship  to-day,  the  New  Roehelle^  in  a  much 
worse  condition  that  what  they  received  her  from  us,  on  a  bare- 
boat charter  with  option  to  buy. 

Mr.  Steele.  Yes;  but  then  is  not  the  lessee  responsible  for  any 
deterioration? 

Mr.  Parker.  What  are  companies  in  the  hands  of  a  receiver  for 
now?    Who  is  fathering  that  bill? 

Mr.  Steele.  Well,  your  suggestion  of  a  bond  would  meet  that, 
would  it  not? 

.  Mr.  Parker.  Well,  I  don't  know.  The  bondsmen  sometimes  fall 
down,  sir. 

Mr.  Steele.  Well,  that  is  about  the  last  resort,  though,  giving  a 
bond.   I  only  want  to  get  at  the  merits  of  the  plan. 

Mr.  Parker.  Yes,  sir.  I  reallv  believe  that  the  Government  would 
be  better  protected  to  operate  their  ships  the  same  as  the  old-line 
companies  have  built  up  their  fortunes  on,  and  that  was,  you  charter 
a  boat  from  me,  but  I  put  my  representatives  aboard  her  to  see  that 
the  boat  be  kept  up  to  ner  present  status. 

Mr.  Steele.  Well,  Captain,  don't  you  think  that  private  manage- 
ment, as  the  old-line  companies  had,  can  be  done  more  efficiently 
than  a  Government  can  do  it? 

Mr.  Parker.  Not  if  we  make  the  proper  selection  of  men,  sir ;  not 
if  we  make  the  proper  selection  of  men. 

Mr.  Steele.  Well,  has  not  our  experience  here,  since  the  armistice, 
been  a  rather  sad  one  in  that  direction  ? 

Mr.  Parker.  Simply  because,  I  am  sorry  to  have  to  state  here,  sir, 
that  we  have  not  had  the  proper  selection  of  men. 

Mr.  Steele.  I  think  that  is  all.  Captain. 

The  Chairman.  Mr.  Connally? 
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Mr.  CoNNALLY.  Have  we  any  hope  that  in  the  future  we  will  do 
any  better  than  we  have  in  the  past  in  that  respect  ? 

Mr.  Parker.  Well,  that  remains  with  the  Government,  sir.  I  am 
in  hopes,  yes ;  I  am  in  hopes  we  will. 

Mr.  CoNNALLY.  We  are  all  in  hopes. 

Mr.  Parker.  That  remains  with  the  Government,  as  to  their 
methods. 

Mr.  CoNNALLY.  Captain,  when  these  boats  make  purchases  abroad, 
who  makes  those  purchases,  the  captain  or  the  steward  or  who  ? 

Mr.  Parker.  Well,  sometimes  the  captain,  sometimes  the  steward, 
sometimes  the  chief  engineer,  and  sometimes  our  Shipping  Board 
representative  abroad. 

Mr.  CoNNALLY.  Well,  that  is  exactly  what  I  was  going  to  ask  you. 
Why  is  it  that  you  do  not  have  some  standard  way  of  making  those 
purchases?  Why  does  not  the  Shipping  Board  make  those  pur- 
chases in  all  cases?    Would  you  not  be  apt  to  keep  better  track  of  it? 

Mr.  Parker.  Sometimes  we  have  found  that  our  shipping  repre- 
sentatives abroad  ai^  worse  than  the  captains. 

Mr.  CoNNALLY.  Well,  why  do  you  not  fire  them  ? 

M-r.  Parker.  I  would  if  I  had  my  way  about  it. 

Mr.  CoNNALLY.  Well,  they  are  under  your  charge,  are  they  not  ? 
,  Mr.  Parker.  No,  sir. 

Mr.  CoNNALLY.  Under  whose  charge  are  they  ? 

Mr.  Parker.  Oh,  no ;  I  do  not  reach  up  as  high  as  that. 

Mr.  CoNNALLY.  They  are  under  the  Operations  Divisions,  are  they 
not? 

'  Mr.  Parker.  No  ;  managers  and  operators  deal  directly  with  Wash- 
ington. 

Mr.  CoNNALLY.  I  am  talking  about  your  agents  in  foreign'  coun- 
tries. 

Mr.  Parker.  Oh,  those  men  are  appointed  by  Washington. 
Mr.  CoNNALLY.  Well,  I  know,  but  they  are  appointed  by  the 
Operations  Division,  are  they  not  ? 

Mr.  Parker.  They  are  appointed,  as  I  understand,  an  official,  the 
Shipping  Board  head,  say,  in  Rotterdam,  or  the  Shipping  Board 
head  in  London  or  Yokohama,  or  whatever  it  may  be,  that  gentle- 
man is  appointed  by  the  commissioners. 

Mr.  CoNNALLY.  You  spoke  about  ships  under  the  Division  of 
Operations,  and  then  ships  that  were  under  the  managers  and  oper- 
ators. Those  under  the  Division  of  Operations  are  handled  abso- 
lutely by  the  Government,  are  they  ? 


Mr.  CoNNALLY.  They  haul  freight  ? 
Mr.  Parker.  No,  sir;  we  have  not  been  doing  it  for  some  time.  We 
did  do  it. 

Mr.  CoNNALLY.  That  is  what  I  mean. 

Mr.  Parker.  We  did,  but  not  now. 

Mr.  CoNNALLY.  What  do  you  do  now  in  those  cases  ? 

Mr.  Parker.  Wdl,  now,  we  just  take  care  of  the  ships  or  the  boats 
that  we  operate  about  the  bay  here. 

Mr.  CoNNALLY.  Oh,  I  see.  All  ocean-going  stuff,  then,  is  in  the 
hands  of  manage^;*s  and  operators? 

Mr.  Parker.  Yes,  sir. 
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Mr.  CoNNALLY.  In  the  case  of  managers  and  operators,  does  their 
contract  with  the  Government  require  that  they  pay  these  wharfage 
charges,  or  is  that  an  item  that  is  chargeable  to  the  Government  ? 

Mr.  Parker.  They  pay  the  charges  and  recharge  to  the  Govern- 
ment. 

Mr.  CoNNALLY.  That  is  what  I  mean ;  the  Government's  contract 
with  them,  sir,  makes  the  Government  responsible  for  all  these 
wharfage  charges? 

Mr.  Parker.  A  ship  is  always  responsible  for  her  bills,  sir ;  accord- 
ing to  marine  laws,  a  ship  is  always  responsible  for  her  bills. 

Mr.  CoNNALLY.  1  understand  that ;  that  is  all  right  with  reference 
to  the  law,  but  I  am  talking  about  as  between  the  Government  and 
the  operator. 

Mr.  Parker.  The  operator  pays  all  bills. 

Mr.  (^oNNALLY.  The  operator  pays  all  the  bills? 

Mr.  Parker.  Yes,  sir. 

Mr.  CoNNALLY.  But  you  say  he  recharges  those  bills  in  the  case  of 
wharfage,  against  the  Government? 

Mr.  Parker.  Yes,  he  does. 

Mr.  CoNNALLY.  So  the  contract  

Mr.  Parker.  The  Government  pays  the  bills  eventually. 

Mr.  Connally.  I  see.  That  is  what  I  was  trying  to  get  at.  Then 
the  operation  under  the  Government  contract  contemplates  that  the 
Government  pay  these  wharfage  charges,  and  that  is  why  it  is  im- 
portant that  they  be  reduced  and  cut  down. 

Mr.  Parb^jr.  Yes,  sir.  The  Government  pays  the  provisioning  of 
the  ship,  too. 

Mr.  Connally.  It  does? 

Mr.  Parker.  It  pays  all  bills. 

Mr.  Connally.  In  the  case  of  the  Leviathan^  have  you  charge  of 
that? 

Mr.  Parker.  No,  sir. 

Mr.  Connally.  The  wharfage? 

Mr.  Parb^er.  No,  sir. 

Mr.  Connally.  Do  you  know  what  the  wharfage  charges  of  that 
boat  are? 

Mr.  Parker.  I  do  not  know  at  all.   I  was  told  to  keep  my  hands 
off  of  that  ship,  away  back  in  the  early  part  of  1919. 
Mr.  Connally.  Is  it  still  over  at  the  Hoboken  pier? 
Mr.  Parker.  Yes,  sir. 

Mr.  Connally.  You  spoke  a  while  ago  of  the  Green  Star  Line. 
Are  yiiu  familiar  with  the  officials  of  that  company,  to  know  who  they 
are  and  so  on? 

Mr.  Parker.  No,  sir ;  I  am  not.  I  know  the  port  captain. 

Mr.  Connally.  Do  you  know  Mr.  Gillen,  who  used  to  be  connected 
with  the  Shipping  Board  ? 
'  Mr.  Parker.  No,  sir ;  I  never  met  him. 

Mr.  Connally.  You  do  not  know  whether  he  is  connected  with 
the  Green  Star  Line  or  not? 

Mr.  Parker.  No,  sir;  I  do  not.  I  only  know  Capt.  Jeffreys,  the 
port  captain. 

Mr.  Connally.  That  is  all,  I  believe. 

The  Chairman.  Mr.  Foster. 
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Mr.  Foster.  No  questions. 

The  Chairman.  Captain,  there  is  one  matter  I  forgot  to  inquire 
about.   Are  there  some  licenses  known  as  "  red-ink  "  licenses  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  ^Popularly  so  termed ;  what  are  they  ? 
Mr.  Parker.  There  are  a  lew  still. 
The  Chairman.  What  are  they? 

Mr.  Parker.  Well,  they  are  men  who  were  aliens  prior  to  the  war. 
They  took  the  oath  of  allegiance,  took  out  first  papers^  and  were 
granted  a  "red-ink"  license;  that  is,  instead  of  the  writing  being 
in  black  ink  it  was  in  red. 

The  Chairman.  That  indicated  that  they  were  not  citizens  of  the 
United  States? 

Mr.  Parker.  That  indicated  that  they  were  not  citizens.  It  was 
just  a  war  measure.  ^ 

The  Chairman.  Well,  are  there  quite  a  few  of  those  outstanding 
at  present? 

•  Mr.  Parker.  Quite  a  few  of  them ;  yes,  sir. 

The  Chairman.  And  they  are  upon  ships  operated  under  the  M.  O. 
agreements  ? 

Mr.  Parker.  Some ;  yes,  sir. 

The  Chairman.  And  under  the  division  of  operations? 
Mr.  Parker.  No,  sir;  we  get  them  out  of  there  just  as  quick  as  we 
can. 

The  Chairman.  Well,  all  there  are,  then,  as  far  as  the  Shipping 
Board  is  concerned,  are  operating  ships  under  the  M.  O.  agreements? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  do  they  hold  their  ships  while  citizens  are 
ashore,  seeking  ships? 

Mr.  Parker.  In  some  instances;  yes,  sir.  We  have  been  author- 
ized, if  a  man  has  only  two  or  three  months'  period  to  run  before  he 
gets  his  full  citizenship  papers  and  he  has  performed  his  duty  in  a 
proper  manner,  it  is  not  good  form  to  remove  him. 

The  Chairman.  Well,  with  reference  to  the  general  situation  here 
in  New  York  as  of  January  1, 1921,  including  wharfage,  repairs,  op- 
erations— all  matters  which  you  have  to  do  with  and  which  are  under 
your  supervision  and  jurisdiction — would  you  say  that  the  situation 
IS  better  now  than  it  was  on  January  1,  1920? 

Mr.  Parker.  I  think  so,  sir. 

The  Chairman.  And  do  you  think  that  there  is  still  room  for 
improvement  ? 

Mr.  Parker.  I  do,  sir. 

The  Chairman.  And  that  the  board,  through  your  efforts,  and 
your  associates  under  you,  is  constantly  making  attempts  to  improve 
conditions  ? 

Mr.  Parker.  We  are,  sir. 

The  Chairman.  Now,  are  you  saving  money  by  reducing  expenses*, 
do  you  think? 

Mr.  Parker.  That  is  our  motto,  sir ;  that  is  our  aim. 

The  Chairman.  Well,  have  you  effected  a  saving  during  the  past 
year,  from  January,  1920,  to  January,  1921  ? 

Mr.  Parker.  Oh,  I  feel  sure  that  our  ships  are  being  operated 
much  more  economically  and  better  now  than  they  have  evei^  been. 


Digitized  by 


SHIPPING  BOARD  OPERATIONS. 


3563 


The  Chairman.  With  reference  to  your  personnel,  are  you  improv- 
ing that,  getting  better  men,  more  experienced  men  ? 

Mr.  Parker.  Yes,  sir;  we  are.  We  are  weeding  out  the  undesir- 
able just  as  fast  as  we  can  get  our  hands(  on  them.  We  stand  no 
nonsense  with  them  at  all. 

The  Chairman.  And  are  you  putting  experienced  and  qualified 
pien  in  their  place?  ' 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  think  you  have  got  a  fairly  efficient  force 
at  the  present  time  here  in  New  York,  as  far  as  your  department 
goes? 

Mr.  Parker.  In  the  office,  do  you  mean? 

The  Chairman.  As  far  as  your  department  goes. 

Mr.  Parker.  Well,  with  so  many  of  these  ships  coming  over  from 
managers  and  operators  in  a  dilapidated  condition  in  many  instances, 
I  think  we  will  have  to  increase  our  force,  to  do  justice.  We  have 
to  distribute  them  around  in  the  off -lying  districts  here  in  New  York, 
so  that  it  takes  a  good  deal  more  time  to  get  around  to  them.  .  I 
think  that  in  the  near  future  we  will  have  to  ask  for  an  increase 
in  the  personnel  in  regard  to  taking  care  of  these  ships. 

The  Chairman.  Captain,  you  wrote  a  letter  after  going  through 
this  report  which  was  furnisned  you  the  last  time  you  were  here. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Will  you  look  and  see  if  that  is  the  letter  which 
you  wrote  [handing  witness  paper]  ? 
Mr.  Parker.  This  is  it,  sir. 

The  Chairman.  I  think  that  we  have  inquired  about  all  the  matters 
you  mentioned  in  that  letter  ? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  Unless  you  think  of  anything  else  there  ? 

Mr.  Parker.  No;  I  think  you  have  gone  through  it  pretty  thor- 
oughly, sir.   I  think  you  have  gone  through  it  pretty  thoroughly. 

The  Chairman.  There  is  just  one  sentence  here,  Captain,  that  I 
would,  like  to  direct  your  attention  to,  and  ask  you  if  you  are  of 
that  opinion  still :  * 

The  public  knows  there  has  been  a  great  many  errors  taken  place  In  the 
United  States  Shipping  Board,  which  is  bound  to  occur  in  any  organization  of 
such  magnitude,  but  I  do  believe  that  if  there  had  been  a  greater  scrutiny  in 
the  s^ectlon  of  officers  in  the  different  departments,  and  a  more  practical  and 
experienced  class  of  men  engaged,  we  could  have  overcome  a  great  many  of 
these  errors. 

Mr.  Parker.  Of  course,  that  is  a  pretty  broad  assertion,  sir.  I 
must  admit  that  in  putting  such  a  fleet  of  ships  into  commission  at 
the  time,  requiring  so  many  draftmen  and  so  many  riveters  and  so 
many  machinists  and  so  many  captains,  mates,  and  engineers,  we 
had  to  take  on  undesirables  and  incompetents. 

The  Chairman.  That  is  what  I  was  about  to  ask  you. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Of  course,  the  available  supply  of  competent, 
qualified,  and  experienced  men  was  not  equal  to  the  demand  ? 
Mr.  Parker,  ffo,  sir. 

The  Chairman.  But  do  you  think  now  it  is  possible  to  get  a  com- 
petent force  to  supervise  this  fleet  ? 
Mr.  Parker.  Yes,  sir. 
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The  Chairman.  You  do? 

Mr.  Parker.  ,Yes,  sir;  I  do.    I  feel  positive  of  it. 

The  Chairman.  And  as  I  understood  you  to  say,  you  felt  that  if 
the  Government  got  proper  personnel — ^men  of  experience— they 
could  operate  this  fleet  as  efficiently  and  economically  as  private  op- 
erators? 

Mr.  Parker.  I  have  no  reason  to  doubt  it,  sir;  not  at  all,  if  we 
get  the  competent  men.  We  want  competent  men — ^give  them  the 
proper  compensation  for  their  services.  You  can  not  get  a  high- 
class  man  on  a  small  salary,  but  there  are  men  available,  and  sttffi- 
cient  in  number,  I  believe,  if  you  give  them  the  proper  compensation, 
to  operate  these  ships.   Understand  me  

The  Chairman.  Well,  now,  of  course,  proper  men  and  proper 
compensation  would  not  overcome  the  excessive  charge  for  wharfage 
here  in  New  York,  would  it? 

Mr.  Parker.  Yes,  sir;  it  would. 

The  Chairman.  How  would  it? 

.Mr.  Parker.  By  dogging  them  to  it. 

The  Chairman.'  By  what? 

Mr.  Parker.  By  keeping  persistently  at  them  and  compeUing 


wharfage  proposition  that  I  was  going  to  meet  with  such  obstacles 
that  I  could  not  overcome  them,  that  I  would  become  so  disagreeable 
to  the  public  around  here  that  it  would  be  uncomfortable  for  me. 
The  Chairman.  Well,  did  you? 

Mr.  Parker.  I  have  not  been  made  uncomfortable  at  all. 
The  Chairman.  Have  you  secured  any  reduction? 
Mr.  Parker.  I  have  certainly,  sir. 

The  Chairman.  Well,  have  you  got  it  down  to  the  State  side  in 
any  case  yet? 

Mr.  Parker.  In  many  cases,  yes,  sir;  many  cases. 

The  Chairman.  Have  you  eliminated  the  operators  leasing  piers 
and  charging  that  ? 

Mr.  Parker.  No,  sir. 

The  Chairman.  You  have  not  got  at  that  yet? 

Mr.  Parker.  No,  sir ;  do  not  dare  to  tamper  with  that  until  I  am 
given  that  authority. 

The  Chairman.  Oh,  that  is  out  of  your  jurisdiction? 

Mr.  Parker.  Yes,  sir;  managers  and  operators.  Of  coursCj^'if  we 
found  out,  as  in  this  M.  H.  Tracey  proposition,  I  am  in  communica- 
tion now  with  Washington  on  two  ships  for  which  they  are  pajfin^ 
$50  a  day,  dead  ships.  I  am  paying  for  our  ships  under  the  division 
of  operations,  much  larger  ships,  $30  a  day. 

The  Chairman.  Do  you  think  you  can  cure  that  if  they  should 
give  you  authority? 

Mr.  Parker.  I  am  certain  of  it,  sir.  The  trouble  is  that  there  are 
too  many  fingers  in  the  pie. 

The  Chairman.  I  see.   You  think  it  is  a  matter  of  organization? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  that  could  be  adjusted? 

Mr.  Parker.  Give  us  the  competent  men,  men  of  bulldog  tenacity, 
that  will  go  at  it  in  the  proper  manner,  and  we  will  accomplish  it  aU. 

The  Chairman.  You  mean  by  bulldog  tenacity,  some  old  sea- 
dogs? 
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Mr.  Parker.  Ifes,  sir.  I  do  not  believe  that  a  barber  or  a  shoe- 
maker should  have  anything  to  do  with  marine  affairs. 

The  Chairman.  Is  there  anything  further,  Mr.  Steele? 

Mr.  Steele.  There  is  just  one  matter  here.  Captain,  that  was  not 
clear  to  mv  mind.  I  understood  you  to  say  in  your  examination  in 
chief  that  there  were  certain  charges,  fixed  by  either  State  or  munic- 
ipal regulation,  for  wharfage. 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Regulated  on  the  tonnage  of  the  vessel,  on  a  sliding 
scale  ? 

Mr.  Parker.  Yes,  sir;  on  the  tonnage  of  the  ship.  Well,  no; 
based  on  the  tonnage ;  2  cents  per  ton  for  the  first  200  tons,  and  one- 
half  a  cent  on  the  balance. 

Mr.  Steele.  Well,  now,  by  what  authority  is  that  regulation  made? 

Mr.  Parker.  By  the  New  York  dock  authority. 

Mr.  Steele.  If  it  is  a  matter  of  municipal  regulation,  where  is 
there  room  for  this  difference  in  charges  ? 

Mr.  Parker.  Why,  they  lease  the  docks,  do  you  see;  for  instance, 
here  is  a  party,  John  Doe  we  will  say,  leases  Pier  9,  North  River, 
at  a  certain  rental  for  a  certain  period  of  time.  The  lessee  has  the 
privilege  of  charging  whatever  he  likes  for  that  dock. 

Mr.  Steele.  Then  there  is  no  use  in  the  regulation? 

Mr.  Parker.  Well,  the  only  regulation  is  where  we  lease  direct 
from  the  State. 

Mr.  Steele.  That  is,  where  the  State  itself  owns  the  docks? 

Mr.  Parker.  Yes,  sir.  Well,  the  State  does  own  the  docks  in 
many  instances,  but  they  sublet.  They  lease  out  to  another  party. 

Mr.  Steele.  Yes,  but  is  their  lease  not  subject  to  making  the 
charges  that  are  fixed  by  the  municipal  or  State  authority? 

Mr.  Parker.  To  their  lessee,  but  their  lessee  can  sublet  at  any 
charge  that  he  wants. 

Mr.  Steele.  That  is  a  feature  of  it  I  do  not  understand.  If  a  regu- 
lation could  be  obviated  in  that  way,  or  practically  set  aside,  it  is 
of  no  benefit  to  the  public. 

Mr.  Parker.  No;  I  am  getting  dockage  from  Todd's  Shipyards, 
both  at  Tiebout's,  Clinton  Street  and  Robbins,  for  2  cents  a  ton,  as 
I  say,  on  the  first  200  tons,  and  half  a  cent  on  the  balance ;  and  I 
^m  getting  it  from  some  other  outside  concerns,  the  same  way.  But 
we  have  a  bunch  of  profiteers  here  in  the  dock  business  that  are 
charging  us  any  price  they  want. 

The  (Jhairman.  Well,  is  there  any  indication  of  any  combination 
of  these  people  to  keep  the  price  ot  dock  charges  up? 

Mr.  Parker.  I  think  they  are  getting  pretty  well  broken  up.  I 
think  there  was. 

The  Chairman.  Has  there  been  ? 

Mr.  Parker.  Yes,  I  think  there  was.  I  could  not  swear  to  it, 
but  I  think  so. 

The  Chairman.  Well,  I  mean,  from  the  prices  that  were  charged? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  For  ships  which  came  under  your  jurisdiction. 
Mr.  Parker.  Yes,  sir,  I  think  there  was  a  pool. 
The  Chairman.  It  appeared  to  you  that  there  might  have  been  a 
pool? 

Mr.  Parher.  Yes,  sir. 
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The  Chairman.  Is  there  anything  further,  Mr.  Connally? 

Mr.  Connally.  You  were  in  the  shipping  business,  were  you. 
Captain,  before  you  came  with  the  Shipping  Board? 

Mr.  I^ARKER.  1  started  going  to  sea,  sir,  when  I  was  about  14 
years  old. 

Mr.  Connally.  And  have  been  in  the  game  all  your  life? 

Mr.  Parker.  All  my  life. 

Mr.  Connally.  That  is  all. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  Nothing. 

The  Chairman.  That  is  all,  thank  you.  Captain.  Mr.  Burke. 

TESTIHONY  OF  ME.  EDWAED  C.  BTTBKE. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Burke? 
Mr.  Burke.  Edward  C.  Burke. 

The  Chairman.  What  is  your  business  or  occupation? 

Mr.  Burke.  Business  representative  of  the  International  Brother- 
hood of  Boilermakers  at  the  present  time. 

The  Chairman.  Where  is  your  home? 

Mr.  Burke.  No.  4923  Fifth  Avenue,  Brooklyn,  N.  Y.  , 

The  Chairman.  Brooklyn.  Are  you  familiar  with  ship  con- 
struction or  ship  fitting? 

Mr.  Burke.  Ever  since  I  have  been  a  boy. 

The  Chairman.  What  departments  have  you  worked  in  in  ship 
construction? 
Mr.  Burke.  In  the  constructing  of  hulls. 
The  Chairman.  Constructing  of  hulls? 
Mr.  Burke.  Yes,  sir. 

The  Chairman.  Did  you  work  in  any  shipyards  during  the  war, 
when  the  United  States  Emergency  Fleet  Corporation  was  build- 
ing ships? 

Mr.  Burke.  At  the  latter  part  of  the  war. 
The  Chairman.  Latter  part  of  the  war? 

Mr.  Burke.  I  was  in  the  Navy  during  the  war,  about  

The  Chairman.  Oh,  you  were  in  the  Navy? 

Mr.  Burke.  In  the  Navy. 

The  Chairman.  In  what  capacity,  Mr.  Burke? 

Mr.  Burke.  Chief  carpenter's  mate. 

The  Chairman.  On  what  craft? 

Mr.  Burke.  I  was  in  charge  of  the  fleet  supply  station. 

The  Chairman.  Where? 

Mr.  Burke.  Foot  of  Twenty-third  Street. 

The  Chairman.  In  New  York? 

Mr.  Burke.  New  York  City. 

The  Chairman.  After  you  left  the  Navy,  where  did  you  go? 
Mr.  Burke.  I  went  to  work  as  assistant  foreman  over  in  the  Stand- 
ard Shipbuilding  Corporation,  Shooters  Island. 
The  Chairman.  Shooters  Island.   What  ships  did  you  work  on? 
Mr.  Burke.  I  worked  on  the  hull  called  hull  13. 
The  Chairman.  Hull  13? 
Mr.  Burke.  Yes. 
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The  Chairman.  Do  you  know  or  did  you  know  a  Mr.  Purcell  over 
at  that  yard,  a  riveter? 

Mr.  Burke.  I  do  not  believe  he  was  there  during  my  time,  because 
the  hull  had  just  started.  We  just  had  a  few  of  the  plates  on  the 
bottom,  and  the  vertical  keel  up. 

The  Chairman.  Well,  how  long  were  you  at  Shooters  Island,  in 
this  yard  ? 

Mr.  Burke.  I  was  there,  I  should  say,  about  two  months. 
The  Chairman.  Two  months  ? 
Mr.  Burke.  About  that. 

The  Chairman.  Did  you  see  any  defective  riveting  going  on  over 
there  ? 

Mr.  Burke.  Why,  I  saw  all  bad  work.  The  reason  why  it  was 
bad,  hull  13  was  the  last  of  a  type  of  ship  that  was  getting  finished 
up  there,  and  they  had  laid  out  a  lot  of  this  work  for  all  these  ships 
together.  What  was  left  over  in  the  piles  they  threw  over  on  to 
hull  13.  When  I  took  charge  of  the  hull  the  vertical  keel  was  up 
there,  and  some  of  the  bottom,  and  they  were  trying  to  work  in  five 
plates  that  had  come  over  from  the  other  end  of  the  yard,  and  I  was 
trying  to  supervise  the  regulating  of  them  to  get  them  in,  and  when 
we  would  pusK  one  plate  we  would  find  out  that  the  row  of  holes  was 
blank,  so  we  worked  that  way  for  time  and  time  and  time  again.  And 
on  the  other  side  of  the  ship,  C.  22  was  the  number  of  the  plate,  it 
was  laid  off  for  another  ship  and  they  put  it  in  on  that  ship,  and  when 
we  turned  it  over  the  only  place  they  could  put  it  in  the  counter- 
sinks were  on  the  wrong  side. 

The  Chairman.  Well,  were  you  foreman  there  then? 

Mr.  BiXRKE.  I  was  foreman  there. 

fhe  Chairman.  Did  you  let  that  work  go  through? 

Mr.  Burke.  I  called  the  attention  of  one  of  the  inspectors  over 
there,  the  Shipping  Board  inspectors.  I  had  nothing  to  do  with  the 
work  coming  over,  as  long  as  it  was  gotten  up.  It  was  not  my  duty 
to  see  whether  it  was  in  proper  shape  or  not.  I  was  told  to  get  it 
up  there  the  best  way  it  was. 

The  Chairman.  Well,  if  you  had  a  plate  come  over  with  a  jplace 
for  the  rivets  to  go  through  all  blank,  you  could  not  put  any  rivets 
through,  could  you  ? 

Mr.  Burke.  No  ;  the  plates  were  punched. 

The  Chairman.  Oh,  you  had  them  punched  ? 

Mr.  Burke.  They  were  punched,  and  they  were  trying  to  regulate 
them  together. 
The  Chairman.  Oh? 

Mr.  Burke.  I  quit  over  the  job.   I  couldn't  stand  there  and  bring 
about  any  production,  and  there  was  no  use  of  my  wasting  time. 
The  Chairman.  You  mean  on  account  of  this  work  6n  hull  13  you 


Mr.  Burke.  I  quit  on  account  of  that. 
The  Chairman.  Well,  now,  did  you  see  any  improper  riveting 
going  into  that  job  ? 
Mr.  Burke.  Yes  ]I  saw  all  kinds  of  bad  riveting. 
The  Chairman.  Do  you  know  what  became  of  that  hull  ? 
Mr.  Burke.  I  could  not  say  what  became  of  the  hull. 
The  Chairman.  Do  you  know  that  the  ship  was  launched  ? 
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Mr.  Burke.  I  don't  know.  I  left  shortly  after.  They  tried  to 
work  in  these  plates,  and  I  knew  they  had  brought  the  ac^ylene 
welders  down  there,  and  welders  and  welded  up  the  holes  in  the 
nighttime,  and  I  was  not  much  interested  after  1  saw  the  way  that 
things  were  going.  I  thought  that  I  would  go  back  into  the  repair 
yard. 

The  Chairman.  Where  did  you  go  then  ? 

Mr.  Burke.  I  went  to  the  Morse  Dry  Dock  &  Repair  Co. 

The  Chairman.  Were  they  doing  work  on  Government  ships? 

Mr.  Burke.  Yes;  they  were,  i  went  in  there  and  took  out  the 
bottom  of  the  steamship  Pequot. 

The  Chairman.  Was  she  a  United  States  ship  ? 

Mr.  Burke.  Yes;  iust  turning  over  to  the  Shipping  Board  she 
was  at  that  time.  She  had  run  ashore  and  was  getting  a  new 
bottom  in. 

The  Chairman.  Well,  now,  what  were  you  there? 
Mr.  Burke.  I  was  assistant  foreman. 

The  Chairman.  Assistant  foreman  in  the  Morse  Dry  Dock 
Repair  yard? 

Mr.  Burke.  Yes,  sir. 

The  Chairman.  Well,  did  they  turn  over  the  Pequot? 
Mr.  Burke.  Well,  they  turned  over  the  Pequot  m  very  bad  con- 
dition. 

The  Chairman.  To  the  Shipping  Board? 
Mr.  Burke.  Yes. 

The  Chairman.  Had  she  been  put  in  there  for  repairs? 

Mr.  Burke.  She  was  in  there  for  repairs,  and  1  also  left  the 
Morse  Dry  Dock  before  she  went  off  the  dock.  She  went  to  Hoboken 
and  was  loaded  over  there,  and  I  believe  that  they  had  to  ^iscaarge 
her  cargo  again  and  go  all  over  the  work  in  the  forepeak,  she  was 
leaking  so  bad. 

The  Chairman.  Where  did  you  go  to  work  then  ? 

Mr.  CoNNALLY.  Mr.  Chairman,  may  1  ask  right  there,  is  this  Morse 
or  Moss? 

Mr.  Burke.  Morse  Dry  Dock  &  Repair  Co. 
The  Chairman.  M-o-r-s-e? 
Mr.  Burke.  Yes. 

The  Chairman.  That  is  the  Morse  Dry  Dock,  down  yonder  here. 
Mr.  Burke.  That  is  about  Fifty-sixth  Street,  Brooklyn. 
Mr.  CoNNALLT.  I  just  Wanted  to  get  that  right.  I  did  not  under- 
stand it. 

The  Chairman.  Did  you  go  to  work  in  any  other  dry-dock  com- 
pany or  repair  yard? 

Mr.  Burke,  t  pretty  near  worked  in  all  the  yards  around. 

The  Chairman.  Afterwards? 

Mr.  Burke.  Yes;  just  working  around. 

The  Chairman.  Did  you  ever  work  on  any  other  Shipping  Board 
ship  ? 

Mr.  Burke.  I  worked  on  the  steamship  Molme, 

The  Chairman.  Where  was  she  being  repaired? 

Mr.  Burke.  Why,  she  came  from  the  Pusey  &  Jones  yard,  Wil- 
mington, Del.,  and  was  turned  over  to  Arthur  Tickle  &  Son.  We 
done  about  $15,000  worth  of  work  on  her  after  she  came  over  here. 
We  went  to  sea  on  her  for  12  hours ;  a  very  nice  trip  we  had. 
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The  Chairman.  Why? 

Mr.  Burke.  Why,  she  had  no  pipe  coverings  over  the  guards,  in 
the  way  of  the  winches  for  loading  cargo.  The  pipes  were  all  bare. 
For  a  cargo  it  is  necessary  for  them  to  have  pipe  covering. 

The  Chairman.  That  12  hours  at  sea  was  simply  her  sea  trial 
trip,  was  it  not? 

Mr.  Burke.  Yes;  but  we  were  not  working  on  her  all  the  time. 
She  took  us  Saturday  afternoon;  we  went  to  sea  on  her  Saturday 
afternoon  at  12  o'clock.  Then  we  were  getting  paid  2  hours  for  1 
Saturday  afternoon,  and  the  job  was  finished  aoout  4  o'clock  Satur- 
day afternoon,  and  then  we  were  paid  Sunday,  all  day  Sunday,  or 
all  Saturday  night  and  all  day  Sunday  up  to  7  o'clock  Sunday  night, 
before  she  got  back  to  port  again. 

The  Chairman.  Well,  you  mean  just  because  you  were  aboard  the 
ship  while  she  was  at  sea  ? 

Mr.  Burke.  Yes. 

The  Chairman.  So  you  were  not  doing  any  work  ? 
Mr.  Burke.  No. 

The  Chairman.  They  paid  you  this  double  time? 
Mr.  Burke.  Two  and  a  half  for  one  in  the  night,  and  double  time 
in  the  day. 

The  Chairman.  During  your  work  in  the  construction  yards  and 
repair  yards,  have  you  noticed  the  Government  inspectors  around? 

Mr.  Burke.  I  have.  I  have  been  acquainted  with  them,  with  some 
of  them. 

The  Chairman.  The  Shipping  Board  inspectors,  I  mean? 
Mr.  Burke.  Yes,  sir. 

The  Chairman.  Well,  have  they  had  enough  of  them? 

Mr.  Burke.  Well,  it  was  not  enough.  Men  who  were  competent 
for  carrying  out  that  kind  of  work  would  not  carry  it  out  faithfully, 
because  if  they  did  they  were  discharged. 

The  Chairman.  Do  you  know  of  instances  such  as  that? 

Mr.  Burke.  Well,  I  met  what's  his  name,  from  the  Submarine, 
that  was  discharged  for  turning  over  the  work;  I  spoke  to  an  in- 
spector on  hull  13,  on  hull  12  in  the  Staten  Island  Shipbuilding  yards, 
and  brought  the  attention  to  him  of  the  bad  work  that  was  going 
on.  I  walked  over  on  hull  12,  and  looked  over  the  work  there  and  saw 
the  same  condition.  I  went  into  the  other  ships,  hull  10,  and  saw 
the  same  condition,  and  I  says,  "T^at  do  you  think  about  that?" 

The  Chairman.  Who  was  this  fellow  to  whom  you  were  talking? 

Mr.  Burke.  An  inspector  by  the  name  of  Lind.  He  says  to  me, 
"What  can  I  do  about  it?  If  I  open  my  mouth  about  this  1  sacrifice 
my  job.  I  have  got  my  family  to  look  after.  Let  somebody  else  do 
it?"  I  talked  to  the  inspector  

The  Chairman.  Was  he  an  experienced  man  ? 

Mr.  Burke.  He  was  an  experienced  man,  had  been  a  shipfitter 
since  I  was  a  boy. 

The  Chairman.  What  would  you  say  to  hull  inspectors  being 
Government  inspectors,  the  same  as  the  steamboat  or  steamship 
inspectors? 

Mr.  BuRKB.  Well,  they  would  have  to  amend  the  law  first.  M 
hull  inspector  now,  a  practical  shipbuilder,  can  not  go  up  and  make 
application  for  the  position  of  hull  inspector. 

The  Chairman.  Why? 
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Mr.  Burke.  Because  you  need  a  master's  license  to  put  your  appli- 
cation in  as  hull  inspector  in  the  Government,  therefore  the  practical 
man  is  barred.  Now,  the  captain  of  a  ship  is  a  master,  he  maj  know 
his  ship,  he  may  know  his  deck  work,  his  rigging  and  navigation, 
but  he  does  not  know  the  construction  of  a  hull. 

The  Chairman.  Do  I  understand  that  you  believe  the  men  who 
inspect  ships  that  are  being  repaired  or  built  by  the  Government, 
should  have  the  same  qualifications  as  the  steamboat  inspectors  and 
the  hull  inspectors  in  the  steamboat  service? 

Mr.  Burke.  They  should  be  granted  the  privilege,  your  honor; 
they  should  be  granted  the  privilege  of  competing  m  examinations. 
No  man  should  be  classed  as  an  inspector  of  hulls  to  pass  on  work 
unless  he  has  10  years'  experience  as  a  shipbuilder. 

I  took  the  Boston  Bridge^  I  was  working  for  a  concern  and  ran 
across  the  Boston  Bridge^  a  brand  new  ship  that  just  came  out.  I  do 
not  know  what  yard  she  was  from ;  she  was  either  from  the  Submarine 
or  the  Federal  yard,  the  Boston  Bridge.  We  had  a  job  on  her,  and  I 
just  went  over  and  examined  her.  I  went  down  her  forepeak,  as  the 
place  to  look  for  these  things,  and  I  put  my  hand  in  between  the  frame 
and  the  shell.  I  could  take  the  liners  in  the  bulkhead,  on  the  colli- 
sion bulkhead,  and  throw  them  up  like  that  [indicating]  ;  they  were 
not  in  their  places ;  there  was  one  rivet  stuck  in  and  dropped  down. 

The  Chairman.  Do  you  know  whether  that  was  remedied  later, 
before  she  was  put  out  ? 

Mr.  Burke.  She  was  loading  then  at  the  pier,  going  to  sea.  I  took 
my  knife  and  ran  over  the  front  of  the  bulkhead  and  found  lead 
rivets  in  her. 

The  Chairman.  Did  you  report  it  to  anybody  ? 

Mr.  Burke.  There  was  some  gentlemen  came  down  on  the  pier 
with  my  foreman,  and  I  hung  my  hat  on  a  rivet  on  the  hull  of  her — 
hung  my  hat  on  a  rivet ;  and  I  took  and  showed  them  back  in  the 
afterpeak,  arid  they  didn't  say  nothing  to  me,  and  I  thought — I 
looked  up  at  the  frames  in  the  stern,  and  i  seen  the  water  was  coming 
through  there,  and  I  went  back  there  and  I  looked  at  the  frame. 
The  frame  was  so  that  I  could  stuff  my  fist  under,  and  it  was  packed 
in  there  with  wooden  wedges  and  tallow. 

The  Chairman.  Did  you  report  it  to  anybody  down  there  ? 

Mr.  Burke.  I  reported  it  to  my  boss,  about  the  way  the  boat  was 
built  and  constructed.  He  said^that  is  none  of  our  business ;  we  are 
here  to  do  that  tank,  stop  that  tank,  that  oil  tank,  from  leaking. 
They  had  an  oil  tank  leaking  into  the  fresh-water  tank.  He  says, 
we  have  nothing  to  do  with  them.  So  the  next  day  I  was  removed 
from  the  Boston  Bridge. 

The  Chairman.  By  your  boss  ? 

Mr.  Burke.  By  mj  boss.    I  was  ordered  to  the  Neshanic, 
The  Chairman.  Jsow,  you  say  you  are  the  business  representative 
of  what  ? 

Mr.  Burke.  I  am  the  business  representative  of  the  International 
Brotherhood  of  Boilermakers  and  Iron  Shipbuilders. 
The  Chairman.  What  is  that,  a  union? 

Mr.  Burke.  That  is  a  labor  organization,  taking  in  the  entire  coun- 
try and  Canada. 

The  Chairman.  Oh,  yes.  You  have  headquarters  here  in  New 
York? 
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Mr.  Burke.  Yes,  sir. 

The  Chairman.  And  do  they  do  work  upon  Shipping  Board 
ships?  ^ 

Mr.  Burke.  All  of  our  men  work  on  these.  I  represent  all  the 
shipbuilders  in  the  port  of  New  York. 

The  Chairmai^.  How  long  have  you  been  a  member  of  that  organi- 
zation? 

Mr.  Burke.  About  20  years ;  18  or  20  years. 

The  Chairman.  Was  any  of  this  difficulty  at  the  Standard  Ship- 
building concern  or  at  the  Submarine  Boat  or  at  the  Morse  Dry 
Dock  or  the  other  yards  that  you  worked  at  the  result  of  any  labor 
difficulties  between  the  open  and  closed  shop  ? 

Mr.  Burke.  We  never  had  any  difficulties  in  regard  to  labor  dur- 
ing the  war.   We  tried  to  help  them  out  all  we  could. 

The  Chairman.  Well,  since  the  war  ? 

Mr.  Burke.  Since  the  war  we  have  not  had  any  trouble,  only  the 
1st  of  October,  I  believe,  of  last  year,  when  we  asked  for  an  increase 
in  wages. 

The  Chairman.  No;  but  I  meant  at  these  yards,  Mr.  Burke;  were 
any  inspectors  intimidated,  was  any  of  this  work  passed  over  because 
of  any  dispute  existing  or  threatening  between  members  of  vour 
organization  or  any  other  labor  organization,  and  men  who  dia  not 
belong  to  it  ?    Did  you  ever  see  any  of  that  ? 

Mr.  Burke.  No. 

The  Chairman.  There  was  no  labor  difficulty  that  entered  into 
that? 

Mr.  Burke.  No  labor  difficulties.  This  work  was  done  by  in- 
competent men. 

The  Chairman.  You  said  that  you  felt  that  a  man,  before  he 
could  be  a  hull  inspector,  ought  to  have  10  years'  experience  at  con- 
struction work? 

Mr.  Burke.  Yes,  sir. 

The  Chairman.  Well,  we  would  have  to  waste  quite  a  few  years 
before  we  could  get  very  many  hull  inspectors,  would  we  not  ? 

Mr.  Burke.  Well,  I  don't  think  so.  There  are  lots  of  them  around, 
but  they  don't  look  for  them.  It  is  just  the  same  as  they  have  got 
competent  men  now  in  the  shipyards;  we  have  a  lot  of  competent 
men  walking  around  to  make  these  repairs  at  this  time,  when  this 
period  of  adjustment  is  coming  around.  We  have  a  lot  of  men  who 
made  the  repairs  before  the  war  broke  out.  Now  we  find  ourselves 
in  a  position  where  we  have  a  lot  of  men  in  the  yards  who  are  able 
to  do  a  specified  class  of  work,  specialists  on  a  single  thing,  which  he 
will  be  in  there,  and  he  takes  the  place  of  a  competent  man  who  could 

E Tactically  do  any  branch  of  our  work.  Now,  the  employer  has 
rought  these  conditions,  and  it  is  impossible  for  us  to  remedy  them 
without  the  help  of  the  employer,  and  the  employer  does  not  seem 
to  want  to  remedy  these  conditions. 
The  Chairman.  Are  there  any  questions,  Mr.  Foster  ? 
Mr.  Foster.  In  other  words,  it  would  be  a  good  investment  if  he 
was  to  pay  more  for  the  men  who  have  the  10  years'  experience,  to 
have  them  in  there  and  have  a  job  properly  inspected,  would  it  not? 

Mr.  Burke.  No.  There  is  one  way  to  remedy  these  conditions  in 
the  shipyards  to-day,  and  that  is  easy,  to  do  away  with  time  and 
material  in  these  shipyards  and  put  it  out  on  a  bid,  and  give  the 
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small  shop  a  chance  to  bid  with  these  big  fellows,  and  you  will  do 
away  with  all  this  petty  graft  that  is  in  here.  But  as  long  as  the 
time  and  material  system  is  in  existence  in  the  Shipping  Board,  you 
can  not  do  away  with  it,  it  is  impossible  to  do  away  with  it.  The 
New  York  Dry  Dock  Association  has  combined  here  together,  that 
if  they  want  a  certain  job  in  the  port  of  New  York  that  yard  must 
get  it. 

The  reason  why  I  know  this  is  because  I  was  working  in  the  Morse 
Dry  Dock  and  Repair  Co.  when  Mr.  Shewan  had  fallen  out  of  the 
master's  association,  and  he  started  to  dock  ships  for  5  cents  a  ton, 
when  the  rate  was  8  and  10,  I  believe,  at  that  time;  and  Mr.  Morse 
told  me,  he  says,  "  Eddie,  we  don't  want  to  have  our  docks  tied  up, 
because  we  can  not  afford  it.  Mr.  Shewan  is  cutting  our  rates  to 
pieces.    Now,  we  have  got  to  force  him  back  in  there,  and  we  have 

fot  to  keep  our  docks  working."  Well,  that  is  from  Mr.  E.  P. 
lorse's  own  lips.  That  is  how  I  know  that  they  have  an  association 
formed  to  get  any  job  that  they  feel  like  getting  for  the  individual 
yard. 

So  as  long  as  those  conditions  exist,  Mr.  Chairman,  we  can  not 
remedy  it. 

Mr.  Foster.  How  old  is  this  association,  the  International 
Brotherhood  of  Boilermakers? 

Mr.  Burke.  Why,  about  30  years. 

Mr.  Foster.  What  is  your  membership  ? 

Mr.  Burke.  At  the  present  about  85,000  members. 

Mr.  Foster.  What  do  you  say  your  office  is  ? 

Mr.  Burke.  Our  office  is  

Mr.  Foster.  I  mean,  what  is  your  position? 

Mr.  Burke.  I  am  the  business  representative. 

Mr.  Foster.  And  what  are  your  diities  ,as  that  ? 

Mr.  Burke.  My  duty  is  to  take  care  and  look  after  all  grievances 
that  may  arise  in  the  different  yards. 

Mr.  Foster.  Throughout  the  whole  jurisdiction  of  your  organi- 
zation ? 

Mr.  Burke.  I  have  jurisdiction  over  New  York,  New  Jersey,  and 
Staten  Island,  and  all  of  Long  Island. 
Mr.  Foster.  That  is  all. 
The  Chairman.  Mr.  Steele? 

Mr.  Steele.  I  think  you  said  it  was  at  the  Standard  Shipbuild- 
ing yards  where  you  saw  the  bad  work  being  done,  riveting? 

Mr.  Burke.  Well,  I  have  been  a  short  time  in  all  the  yards. 

Mr.  Steele.  Yes ;  I  heard  you  say  that ;  but  the  Standard  was  one 
of  them,  was  it  not?  ♦ 

Mr.  Burke.  That  was  one  of  them ;  hull  13. 

Mr.  Steele.  When  you  saw  that  this  bad  work  was  being  done, 
did  you  call  any  attention  to  it  of  your  superior  officers  ? 
Mr.  Burke.  I  called  the  attention  of  the  inspector. 
Mr.  Steele.  And  who  was  the  inspector  ? 

Mr.  Burke.  I  did  not  known  his  name.  Hq  was  a  young  fellow, 
and  he  was  a  draftsman,  just  out  of  a  drafting  office. 

Mr.  Steele.  These  men  who  were  doing  the  work,  were  they  mem- 
bers of  your  union  ? 

Mr.  Burke.  No;  this  man  was  a  draiPtsman  out  of  the  draft- 
ing office.  We  do  not  take  him  in  the  union. 
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Mr.  Seeele.  Well,  but  these  men  who  did  the  bad  riveting  work? 

Mr.  Burke.  During  the  war,  why,  we  had  to  take  anybody;  the 
shipyards  were  allowed  to  take  anybody,  regardless  of  whether  he 
was  a  union  man  or  not.   We  did  not  hold  any  restriction  on  them. 

Mr.  Steele.  There  was  no  restriction  during  the  war.  How  about 
after  the  war? 

Mr.  Burke.  Now,  we  have  not  got  much  restriction  of  them  now, 

because  we  have  not  got  back  to  

Mr.  Steele.  Normalcy? 

Mr.  Burke.  No  ;  that  is  right.  Until  we  can  get  that  class  oi  men 
out  of  our  yards,  why,  I  could  not  say  much  in  that  line. 

Mr.  Steele.  You  could  not  say  much  in  that  line.  As  a  matter  of 
fact,  however,  these  men  who  w^re  doing  this  bad  work  that  you  have 
referred  to,  were  they  union  men  or  were  they  not  ? 

Mr.  Burke.  No  ;  nonunion  men. 

Mr.  Steele.  They  were  nonunion  men.  And  you  say  you  did  not 
report  it  to  your  superior  ? 

Mr.  Burke.  My  superior  about  the  work? 

Mr.  Steele.  The  character  of  work  they  were  doing. 

•Mr.  Burke.  My  superior  was  over  there  looking  at  the  work ;  I  did 
not  need  to  report  it  to  him;  he  was  there  looking  at  it  as  well  as 
myself. 

Mr.  Steele.  And  who  was  he  ? 

Mr.  Burke.  He  was  the  hull  superintendent  there. 

Mr.  Steele.  He  was  what  ? 

Mr.  Burke.  The  hull  superintendent. 

Mr.  Steele.  Yes.  What  is  his  name  ? 

Mr.  Burke.  Mr.  Crawford. 

Mr.  Steele.  His  first  name? 

Mr.  Burke.  Walter. 

Mr.  Steele.  Walter  Crawford  ? 

Mr.  Burke.  Yes. 

Mr.  Steele.  You  were  at  the  Morse  yards,  you  say,  when  the  Pequot 
was  sent  out  ? 
Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  And  there  was  defective  work  there,  you  say  ? 
Mr.  Burke.  Well,  the  work  that  was  being  done  there  had  to  be 
done  all  over  again,  as  far  as  I  heard,  after  I  left. 
Mr.  Steele.  Well,  was  it  done  over  again  ? 
Mr.  Burke.  Yes,  sir. 
Mr.  Steele.  That  is,  at  whose  insistence  ? 

Mr.  Burke.  I  could  not  say.  I  had  left  the  yard  before  she  had 
been  completed. 

Mr.  Steele.  Well,  was  the  boat  in  proper  condition  when  it  was 
turned  over  to  the  Shipping  Board,  or  the  (jovernment? 

Mr.  Burke.  Was  it  in  proper  condition  after  repairs  were  made  ? 

Mr.  Steele.  Yes;  after  it  was  finally  turned  over  to  the  Govern- 
ment. 

Mr.  Burke.  I  could  not  say.    I  did  not  see  

Mr.  Steele.  You  do  not  know  in  what  condition  it  was  when  it 
was  finally  accepted  by  the  Government  ? 

Mr.  Burke.  No.  I  was  not  very  much  interested  in  that.  What  I 
was  interested  in  was,  I  found  the  men  working  on  the  furnace  one 
night,  and  I  asked  them  what  they  were  working  on,  and  they  said 


3574 


SHIPPING  BOARD  OPERATIONS. 


they  were  working  on  the  boss  plates  and  the  shoe  plates  of  the 
E.  P.  Morse.  I  a&ed  them  what  they  were  charging  their  time  to. 
Thev  said  they  were  charging  it  to  the  Peqaot.   I  says— — 

Mr.  Stoele.  Do  you  know  whether  that  passed  the  inspector  and 
the  auditor? 

Mr.  Burke.  Why,  I  don't  know,  only  just  what  the  foreman  of 
the  furnace  said.    Of  course,  I  had  no  access  to  the  office. 

Mr.  Steele.  You  had  no  personal  knowledge  of  it,  only  what  the 
foreman  told  you  ? 

Mr.  Burke.  Well,  he  was  the  foreman. 

Mr.  Steele.  I  understand,  but  all  you  know  is  what  he  told  you,  is 
that  correct  ? 

Mr.  Burke.  And  I  was  privileged  to  ask  him  what  he  was  work- 
ing on. 

Mr.  Steele.  Yes ;  that  is  all  right. 

Mr.  Burke.  I  wanted  to  know  what  the  men  were  doing  there. 
Mr.  Steele.  But  do  you  know  whether  the  charge  was  finally 
made,  and  that  it  passed  the  inspector  and  the  auditor  ? 
Mr.  Burke.  Yes ;  it  was  made  and  passed. 
Mr.  Steele.  You  know  that,  do  you  ? 

Mr.  Burke.  I  know  it  must  have  been ;  the  men  got  their  wages. 

Mr.  Steele.  I  do  not  ask  you  what  must  have  been.  I  ask  what 
you  know  of  your  personal  knowledge. 

Mr.  Burke.  Well,  if  it  was  taken  up  into  the  office,  I  do  not  know 
what  they  did  in  the  books  after  it  passed  there. 

Mr.  Steele.  You  do  not  know  what  the  inspector  did,  or  you  do 
not  know  what  the  auditor  did. 

Mr.  Burke.  No  ;  I  do  not. 

Mr.  Steele.  Coming  down  to  this  Pusey  &  Jones  matter,  that  was 
a  trial  trip,  I  understood  you  to  say? 
Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  You  were  paid  two  hours  for  one? 
Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  And  y;ou  had  three  days  of  that? 
Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  Did  you  object  to  accepting  that  compensation? 
Mr.  Burke.  I  did  not,  either. 
Mr.  Steele.  Didn't  you? 
Mr.  Burke.  I  did  not. 

Mr.  Steele.  You  accepted  it  with  the  others ;  you  thought  it  was 
proper  compensation  at  the  time,  or  you  would  not  

Mr.  Burke  (interposing).  I  believed  truthfully,  that  from  the  big- 
fellow  down  to  the  little  fellow,  he  was  getting  little  bit  of  every- 
thing that  was  going. 

Mr.  Steele,  i  es ;  and  you  felt  j^ou  were  simply  gettingr  your  share. 

Mr.  Burke.  I  was  right  there  with  them,  and  I  was  doing  the  work^ 
and  wanted  to  be  paid  for  it.  As  long  as  they  were  taking  me  to 
sea  why  I  should  not  object  to  being  paid  for  it. 

Mr.  Steele.  No;  ^nd  you  accepted  it,  the  same  as  the  others  did^ 
you  say? 

Mr.  ^URKE.  Why,  certainly;  that  is  my  pay  when  you  go  to  sea^ 
when  you  are  taken  away  from  your  dock.  The  worst  would  have 
been  done  otherwise  without  sending  us  to  sea. 
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Mr.  Steele.  That  is  your  judgment  about  it? 

Mr.  Burke.  Yes. 

Mr.  Steele.  I  think  that  is  all. 

The  Chairman.  Mr.  Connally? 

Mr.  Connally.  Well,  who  decided  on  taking  this  trip  to  sea? 
Whose  business  was  it  to  leave  just  at  that  time? 
Mr.  Burke.  Why,  the  Shipping  Board. 

Mr.  Connally.  Well,  they  had  some  local  man  here,  did  they  not? 
Who  was  he?  They  did  not  order  you,  from  Washington,  to  leave 
on  Saturday  afternoon  and  go  out  to  sea  for  two  or  three  days  over 
Sunday,  did  they? 


Mr.  Connally.  You  were  connected  at  that  time  with  the  Ship- 
ping Board.  Who  was  it  who  had  the  right  

Mr.  Burke  (interposing).  I  was  not  connected  with  the  Shipping 
Board.  I  was  foreman  boilermaker,  foreman  for  the  concern  that 
was  doing  the  job. 

Mr.  Connally.  For  the  Government,  or  you  were  in  private 
employment? 


Mr.  Connally.  Well,  who  was  it  that  had  the  authority,  at  that 
yard  or  elsewhere,  to  order  that  ship  out  for  this  trial  trip  ? 
Mr.  Burke.  I  do  not  know. 
Mr.  Connali.y.  At  that  particular  time  ? 

Mr.  Burke.  I  could  not  tell  you  that,  who  was  there  to  order  the 
ship  out.  We  were  only  little  peas  in  this ;  we  were  doing  the  work 
there,  and  the  ship  was  ordered  to  sea,  and  before  the  work  was  done 
we  went  to  sea. 

Mr.  Connally.  You  say  she  was  ordered  to  sea.    How  do  you 
know  she  was  ordered  to  sea,  and  who  ordered  her  to  sea? 
Mr.  Burke.  Well,  she  left  the  dock,  and  passed  down  the  Bay. 
Mr.  Connally.  Who  told  you  to  go  on  there  and  go  along  ? 
Mr.  Burke.  Our  foreman  from  the  shop. 
Mr.  Connally.  From  what  shop,  the  Morse  shop  ? 
Mr.  Burke.  Yes. 

Mr.  Connally.  Was  this  the  Morse  yard  ? 
Mr.  Burke.  No,  from  Arthur  Tickle  &  Son. 
Mr.  Connally.  Arthur  Tickle  &  Son  ? 
Mr.  Burke.  Yes. 

Mr.  Connally.  You  say  this  work  was  completed  at  about  4  o'clock 
Saturday,  did  you  not  ? 
Mr.  Burke.  About  4  o'clock  Saturday  afternoon. 
Mr.  Connally.  Saturday  afternoon  ? 
Mr.  Burke.  Yes. 

Mr.  Connally.  And  what  time  did  you  leave  ? 
Mr.  Burke,  We  left  about  1  o'clock  in  the  afternoon.  * 
Mr.  Connally.  About  1  o'clock;  so  there  was  only  three  hours 
work  on  the  boat  ? 
Mr.  Burke.  That  is  all. 

Mr.  Connally.  And  yet  you  got  three  days  pay  at  double  time 
for  that? 
Mr.  Burke.  We  got  two  

Mr.  Connally.  Did  you  make  a  protest,  did  you  file  a  protest 
with  anybody  about  that? 
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Mr.  Burke.  Why,  no;  I  didn't  file  no  protest  about  it.  I  didn't 
feel  

Mr.  CoNNALLY.  Was  the  expense  of  that  trip  paid  by  the  Morse 
yard,  the  contractor ;  I  mean  Tickle  &  Son,  the  contractors,  or  by  the 
Government  ? 

Mr.  Burke.  1  could  not  tell  you  that. 

Mr.  CoNNALLY.  What? 

Mr.  BuRKij.  I  could  not  tell  you  that. 

Mr.  CoNNALLY.  When  did  you  first  become  business  representative 
of  the  Boilermakers'  Union  ? 
Mr.  Burke.  Two  years  ago. 
Mr.  CoNNALLrY.  Two  years  ago  ? 

Mr.  Burke.  A  year  ago,  I  meant  to  say,  about  the  1st  of  January 
of  last  vear. 

Mr.  CoNNALLY.  You  were  not,  then,  a  representative  of  the  Boiler- 
makers Union  at  the  time  you  were  working  in  these  shipyards  ? 

Mr.  Burke.  Oh,  no ;  I  was  a  foreman  then.  You  can  not  hold  a 
position  in  the  organization  as  business  representative  and  work. 

Mr.  CoNNALLY.  And  work? 

Mr.  Burke.  No. 

Mr.  CoNNALLY.  You  can  not  work? 
Mr.  Burke.  No. 

Mr.  CoNNALLY.  lliat  is  one  of  the  qualifications? 
Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  This  Hull  13,  was  that  at  the  Standard  Shipbuild- 
ing Co.  ?  ' 
Mr.  Burke.  That  was  at  the  Standard  Shipbuilding  Co. 
Mr.  CoNNALLY.  You  were  foreman  there,  were  you  ? 
Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  That  is  where  you  first  saw  these  defective  rivets? 
Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  What  wages  were  you  drawing  as  foreman  at  that 
time? 

Mr.  Burke.  I  was  drawing  $1,125  an  hour. 

Mr.  CoNNALLY.  How  many  hours  were  you  working  ? 

Mr.  Burke.  I  worked  eight  hours  a  day. 

Mr.  CoNNALLY.  In  other  words,  you  were  getting  $9  a  day  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  $9  for  eight  hours  work  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  Well,  now,  did  you  make  a  protest  to  anybody  about 
these  defective  rivets  and  these  plates  that  had  the  holes  punched  in 
the  wrong  place,  and  did  not  have  any  holes  punched  in  them? 

Mr.  Burke.  I  just  took  the  inspector  around  and  showed  the  in- 
spector the  work  that  was  there,  and  the  boss  

Mr.  CoNNALLY.  Who  was  the  inspector?  Let  us  get  that  right 
now? 

Mr.  Burke.  I  could  not  tell.  He  was  a  young  fellow  out  of  some 
drafting  office.  I  asked  him  where  he  had  learned  his  trade,  was 
he  a  shipbuilder?  And  he  said,  no,  he  was  a  draftsman. 

Mr.  CoNNALLY.  Well,  now,  you  say  the  boss;  who  was  the  boss? 
You  called  the  attention  of  the  inspector,  and  he  did  not  say  any- 
thing about  it? 

Mr.  Burke.  Walter  Crawford. 
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Mr.  CoNNALLY.  And  then  you  called  Mr.  Crawford's  attention  to 
it.  What  did  he  have  to  say  about  that  ? 

Mr.  Burke.  No,  I  did  not  call  his  attention  to  it.  He  called  my 
attention  to  try  to  work  them  plates  in  there,  to  try  to  get  them 
plates  in  there ;  and  after  working  about  a  week,  pulling  ana  hauling 
there  to  try  to  make  five  or  six  plates  go  in  some  places  that  they 
were  not  made  for,  I  got  sick: 

Mr.  CoNNALLY.  Now  wait  a  moment  right  there.  When  you  looked 
at  those  plates  you  knew  they  were  not  properly  prepared  for  those 
place!,  did  you  not? 

Mr.  Burke.  Yes. 

Mr.  CoNNALLY.  And  you  are  a  technical  man  in  that  line,  are  you 
liot? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  Did  you  tell  Mr,  Cr&wf ord  that  they  could  not  be 
made  to  work? 

Mr.  Burke.  I  told  him  that.  He  said,  "  Do  the  best  you  can  to 
them.  They  have  got  to  go  in  there,  and  put  them  in  there  no  mat- 
ter how  they  go  in  there." 

Mr.  .CoNNALLY.  No  matter  how  they  go  in.  That  was  Mr.  Craw- 
ford's directions  to  you  ? 

Mr.  Burke.  Yes^ir. 

Mr.  CoNNALLY.  To  put  them  in  there  no  matter  how  they  go  in 
there? 

Mr.  Burke.  No  matter  how  they  go  in. 
Mr.  CoNNALLY.  Where  is  Mr.  Crawford  now  ? 
Mr.  Burke.  He  is  the  general  hull  superintendent  for  the  Morse 
Dry  Dock  &  Repair  Co. 
Mr.  CoNNALLY.  Still  in  that  position  ? 

Mr.  Burke.  Yes.  He  left  the  Standard  yard  to  go  to  the  Morse 
Dry  Dock  &  Repair  Co. 

Mr.  CoNNALLY.  This  Moline  float,  what  yard  was  that?  You  say 
you  worked  on  that  ? 

Mr.  Burke.  That  was  Arthur  Tickle  &  Son. 

Mr.  CoNNALLY.  Is  that  the  one  that  went  to  sea? 

Mr.  Burke.  Yes ;  that  is  the  one  that  went  to  sea. 

Mr.  Donnelly.  Then  I  believe  you  say  you  also  worked  in  nearly 
all  these  yards? 

Mr.  Burke.  Yes. 

Mr.  CoNNALLY.  What  was  your  reason  for  changing  so  often? 

Mr.  Burke.  Well,  sometimes  a  job  would  finish  up,  like  working — 
the  job  would  finish  up,  we  wrould  have  one  boat  through  and  the  job 
would  finish  up,  and  it  would  become  slack  for  a  week,  and  we  would 
shift,  change. 

.  Mr.  CoNNALLY.  Go  to  another  j'^ard  ? 

Mr.  Burke.  There  is  no  special  steady  work  in  a  shipyard.  You 
may  work  two  or  three  days  or  a  week  in  this  yard,  and  get  laid 
off  to-night  and  you  go  to  another  yard. 

Mr.  CoNNALLY.  I  believe  you  told  Mr.  Walsh  that  this  defective 
riveting  and  defective  construction  was  principally  by  nonunion 
men? 

. "  Mr.  Burke.  Nonunion  men.  We  did  not  have,  in  the  Submarine 
Boat  Corporation,  I  do  not  think  we  had  a  union  man  over  there. 
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Mr.  CoNNALLY.  Over  at  the  Submarine? 
Mr.  Burke.  No  ;  all  nonunion. 

Mr.  CoNNALLY.  Did  your  organization  file  any  protest  with  the 
Shipping  Board  about  the  employment  of  these  incompetent  non- 
imion  men  ? 

Mr.  Burke.  Well,  I  could  not  tell  you  at  that  time,  because  I  was 
not  a  representative  of  the  Shipping. Board  or  of  the  boilermakers 
at  that  time. 

Mr.  CoNNALLY.  On  this  Boston  Bridge  boat,  were  you  then  con- 
nected with  the  Government  or  just  working  for  a  yard?  • 

Mr.  Burke.  No;  I  was  just  working  for  a  yard;  1  was  working 
for  Arthur  Tickle  &  Son. 

Mr.  CoNNALLY.  Did  you  call  the  defects  in  that  boat  to  anybody's 
attention  ? 

Mr.  BuTRKE.  I  called  the  attention  to  my  boss. 

Mr.  CoNNALLY.  Who  was  your  boss? 

Mr.  Burke.  A  fellow  by  the  name  of  Dave  Harris.  ' 

Mr.  CoNNALLY.  Dave  Harris? 

Mr.  Burke.  Yes. 

Mr.  CoNNALLY.  He  was  connected  with  Arthur  Tickle  &  'Son  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  Is  he  still  with  them  ? 

Mr.  Burke.  Yes,  sir.  I  told  him  what  did  he  think?  Stuff  like 
in  an  ordinary  way.  We  passed,  and  I  said,  "  What  do  you  think 
of  the  work  that  these  fellows  are  turning  out?" 

Mr.  CoNNALLY.  What  fellows? 

Mr.  Burke.  Well,  at  these  new  yards,  I  meant  them  all.  I  did 
not  know  where  the  Boston  bridge  came  from,  I  do  not  know  where 
.  it  was  built  to-day,  but  I  believe  it  was  built  either  in  the  Federal 
yard  or  the  

Mr.  CoNNALLY.  Submarine? 

Mr.  Burke.  Submarine,  either  one  of  them  yards,  because  it  is 
the  type  of  boat  that  they  were  building. 

Mr.  CoNNALLY.  Since  you  have  become  business  agent  for  the 
boilermakers,  has  there  been  any  controversy  at  any  time  with  the 
Shipping  Board  as  to  the  employment  of  these  nonunion  con- 
structors? 

Mr.  Burke.  No.  I 
Mr.  CoNNALLY.  In  these  yards?  ; 
Mr.  Burke.  No.    We  have  no  closed  shops  in  the  port  c  New 
York.  ^ 
Mr.  CoNNALLY.  Oh,  you  have  not  ? 
Mr.  Burke.  No. 

Mr.  CoNNALLY.  So  there  is  no  controversy  on  now  as  to  open  and 
closed  shops  with  the  SMpping  Board? 

Mr.  Burke.  No,  sir.  We  never  had  any  closed  shops  in  the  port  of 
New  York. 

Mr.  CoNNALLY.  I  think  that  is  all. 

Mr.  Burke.  My  question  was  that  if  an  inspector — a  hull  inspec- 
tor— goes  along  and  carries  out — if  I  was  appointed  inspector  of  huHs 
to-morrow,  I  could  not  truthfully  do  my  duty.  That  is  plain  and 
simple.  I  do  not  think  that  I  could  go  along  and  do  my  duty  as  it 
should  be,  because  as  soon  as  I  would  do  it  that  I  would  lose  my  job. 
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Mr.  CoNNALLY.  Well,  why  do  j^ou  sav  that?  Who  would  fire  you? 
Let  us  ffet  down  to  that,    ipu  said  awhile  ago  

Mr.  Burke.  That  is  a  question ;  that  the  yards  have  so  much  politi- 
cal influence  that  they  will  not  have  an  inspector ;  that  is  the  reason 
that  I  made  the  recommendation  that  the  inspectors  be  taken  out 
and  put  in  iinder  the  Government,  so  that  they  will  not  be  inter- 
fered with  by  private  corporations,  to  corrupt  them. 

Mr.  Conn  ALLY.  Now,  let  us  see  about  that.  You  say  that  if  you 
were  an  inspector  to-morrow,  you  could  not  do  your  duty  or  you 
would  lose  your  iob? 

Mr.  Burke.  That  is  riffht. 

Mr.  CoNNALLY.  Was  that  the  case  with  inspectors  during  the  war; 
at  the  times  you  are  talking  about  here? 
Mr.  Burke.  What  is  that  ? 

Mr.  CoNNALLY.  Was  that  true  of  inspectors  during  the  time  that 
you  were  talking  about  ? 

Mr.  Burke.  That  was  true  of  the  conditions  that  I  found  during 
the  war. 

Mr.  CoNNALLY.  Well  now,  tell  us  a  case  or  two  of  inspectors  who 
were  fired  on  account  of  their  making  criticism  of  construction. 
Mr.  Burke.  I  believe  that  I  meant  

Mr.  CoNNALLY.  I  do  not  want  any  beliefs;  I  want  to  know  some- 
thing. Now,  you  say  that  is  true ;  now  tell  us  one  case. 

Mr.  Burke.  Well,  it  is  true,  because  I  met  Purcell  here,  an  in- 
spector in  this  Shipping  Board,  and  he  was  discharged  for  bring- 
ing this  work  before  the  proper  authorities. 

Mr.  CoNNALLY.  How  do  you  know  that?  Did  he  tell  you  about  it? 

Mr.  Burke.  He  testified  before  this  committee. 

Mr.  CoNNALLY.  Well,  we  know  what  has  been  testified.  We  want 
to  get  new  testimony  now. 

Mr.  Burke.  Well,  I  have  only  taken  his  testimony,  just  the  same 
as  that. 

Mr.  CoNNALLY.  We  prefer  to  know  what  you  know  now,  Mr. 
Burke ;  that  is  the  idea ;  let  us  stay  down  on  the  ground.  You  have 
worked  in  all  these  yards  and  you  have  had  an  opportunity  of  seeing 
this  work  go  on. 

Mr.  Burke.  Yes. 

Mr.  CoNNALLY.  And  you  say  the  trouble  has  been  that  these  yards 
have  got  so  much  political  influence  that  they  have  these  inspectors 
fired  whenever  they  honestly  discharge  their  duties.  Now,  tell  us 
about  one  case  of  that  kiald  that  you  Imow  about. 

Mr.  Burke.  Well,  I  talked  to  the  inspectooei  over  in  the  Staten 
Island  Shipbuilding  yard,  especially  Inspector  Lind,  and  I  said  to 
him,  "Why  don't  you  make  them  take  that  plate  off?"  A  plate  on 
the  tank  top  that  never  belonged  there,  ought  never  to  remam  there. 
"Why  don't  you  make  them  take  that  off? "  "What  do  you  think 
I  am,  a  damned  fool  ?  Do  you  think  that  I  am  going  to  lose  my 
job? "  "Purcell,  in  the  submarine,  done  that  to  himself;  I  am  not 
going  to  get  out." 

Mr.  CoNNALLY.  Was  this  man  Lind  a  member  of  your  union  ? 

Mr.  Burke.  He  was  not. 

Mr.  CoNNALLY.  What  did  he  state  he  was  put  there  to  do? 
Mr.  Burke.  What  is  that? 
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Mr.  CoNNALLY.  I  say,  what  did  he  think  he  was  put  there  to  do  ? 
What  did  he  tell  you  that  he  was  put)  there  to  do  ?  You  say  he 
told  you  that  he  could  not  criticise  anything? 

Mr.  Burke.  Why,  to  make  reports  of  the  progress  of  the  hull, 
how  far  they  were  advanced ;  that  is  all  that  he  ever  done. 

Mr.  CoNNALLY.  That  is  all. 

The  Chairman.  Is  there  anything  further,  Mr.  Steele? 

Mr.  Steele.  All  you  Imow,  then,  is  the  Purcell  case  and  the  Craw- 
ford case  and  the  Lind  case,  and  that  is  confined  to  what  these  men 
told  you? 

Mr.  Burke.  Well,  I  had  to  go  before  these  men  as  the  boss,  and 
I  see  these  conditions ;  I  have  nothing  to  say  only  what  I  have  seen 
and  what  I  have  heard.  I  have  went  down  into  a  ship,  called  the 
Lake  Fielden.  I  was  working  for  the  Pusey  Dry  Dock  &  Eepair  Co., 
and  I  was  taking  18  men  on  the  Lake  Fielden^  and  when  I  went  down 
there  the  chief  engineer  says  to  me,  "  What  are  you  doing  with  all 
these  men  here?  "  I  says,  "  I  am  going^  to  do  your  job,  to  look  over 
your  specifications."  He  says,  "Why,  there  is  nothing  to  be  done 
here,  only  caulk  up  a  few  leaW  staybolts,  and  a  steam  underneath 
the  boiler,  and  two  men  are  sufficient.  Send  all  the  other  men  back 
to  the  yard."  I  said,  "All  right." 

After  an  argument  I  sent  them  back  to  the  yard.  I  telephoned 
to  the  yard,  and  down  came  our  superintendent,  with  another  man ; 
I  do  not  know  this  man,  they  do  not  tell  you  who  they  are.  "  Who 
told  you  to  send  these  men  off.  Burke  ? "  I  says,  "  The  chief  engi- 
neer." He  says,  "Come  on  up  here  a  minute,'  and  he  says  to  the 
chief  engineer,  he  says,  "  You  are  the  chief  engineer  of  this  boat  ? " 


don't  like  this  job,  get  out;  and  no  matter  how  many  men  I  send 
down  here,  if  he  sends  a  hundred  men  down  here,  don't  you  interfere 
with  him." 

Now,  I  stood  one  week  on  that  job  on  the  Lake  Fielden^  with  about 
18  men.  I  don't  know  who  that  man  is ;  I  never  seen  him  before ;  but 
our  superintendent's  name  was  Plunkitt.  Now,  the  men  were  sent 
back  there  and  I  had  to  keep  them  there. 

Mr.  Steele.  You  stated  you  were  familiar  with  the  testimony  of 
Mr.  Purtell  before  the  committee  ? 

Mr.  Burke.  I  am  not  familiar  with  it ;  I  did  not  state  that.  ' 

Mr.  Steele.  I  thought  you  said   ^Ne 

Mr.  Burke.  I  said  that  I  met  Mr.  Purtell  here,  in  the  early  part 
of  this  investigation,  and  he  was  over  here  testifying.  I  did  not 
even  hear  his  testimony.  I  heard — ^he  told  me  tnat  he  was  dis- 
charged. 

Mr.  Steele.  You  referred  to  his  testimony. 
Mr.  Burke.  I  said  that  he  had  testified  here. 
Mr.  Steele.  Are  you  familiar  with  what  the  officers  of  that  com- 
pany testified  to  with  reference  to  Mr.  Purtell's  work? 
Mr.  Burke.  I  did  not  hear  any  testimony  in  the  case. 
Mr.  Steele.  You  know  nothing  about  that? 

Mr.  BuRRE.  No.  sir.  I  only  known  the  actual  conditions  of  what 
I  have  seen. 

Mr.  Steele.  That  is  all. 
The  Chairman.  Mr.  Foster? 
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Mr.  Foster.  In  other  words,  you  think  there  ought  to  be  a  system 
devised  where  an  honest  man  could  honestly  report  the  conditions, 
without  having  his  job  sacrificed? 

Mr.  Burke.  That  is  just  the  reason  I  am  before  the  committee, 
not  that  I  want  to  divulge  anything  about  any  heads  of  any  ship- 
yard. Mr.  Morse  I  am  personally  acquainted  with,  and  he  is  an 
honest,  good,  upright  man,  but  his  understudies  are  the  men  who 
bring  about  these  conditions,  to  better  their  conditions,  not  the  heads 
of  these  concerns.  There  should  be  some  way  that  these  inspectors 
should  be  under  Government  control,  the  same  as  the  steamship 
inspectors,  but  they  do  not  give  us  a  chance. 

Mr.  Foster.  They  ought  to  be  experienced  men  and  know  what 
they  are  doing. 

Mr.  Burke.  They  had,  just  the  same  as  I  said  before.  A  hull 
inspector,  if  I  was  to  make  application  to-night  for  a  hull  inspector 
in  the  United  States  Government,  they  would  send  me  back  an  ap- 
plication. On  that  application  would  be,  "Have  you  a  master's 
license  ? "  That  bars  me  immediately.  And  the  boilermaker,  the 
practical  boilermaker,  in  the  Government,  must  have  been  a  chief 
engineer. 

Mr.  Steeub.  Who  issues  the  master's  licenses? 

Mr.  Burke.  The  steamboat  inspectors.  When  those  laws  are 
remedied  so  that  the  practical  shipbuilder  can  compete,  and  deliver 
a  true  report  on  the  question,  I  believe  you  can  find  men  in  the 
shipyards  big  enough  to  come  out  and  tell  you  the  condition  of 
these  ships;  but  not  until  then. 

The  Chairman.  That  is  all.   Is  Mr.  Baker  here? 

TESTIMONY  OF  KB.  HTBOXT  C.  BAEEBr-Sesumed. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Baker  ? 
Mr.  Baker.  Myron  C.  Baker. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board  or 
Fleet  Corporation? 
Mr.  Baker.  Yes,  sir. 
The  Chairman.  In  what  capacity  ? 

Mr.  Baker.  At  the  present  as  district  comptroller  in  Boston. 
The  Chairman.  District  comptroller  at  Boston? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  long  have  you  held  that  office  ? 
Mr.  Baker.  A  year  and  a  half. 

The  Chairman.  How  long  have  you  been  with  the  Shipping 
Board? 

Mr.  Baker.  Since  March  1,  1918. 

The  Chairman.  What  other  offices  have  you  held  ? 

Mr.  Baker.  I  held  the  position  of  assistant  auditor  in  the  New 
York  EHstrict  from  March  1,  1918,  until  December  31,  1918 ;  as 
district  auditor  in  the  Gulf  District  from  January  1,  1919,  until 
June  30,  1919;  and  .from  then  on  I  have  been  in  Boston. 

The  Chairman.  Who  is  your  superior  officer  here  at  New  York? 

Mr.  Baker.  Who  was  my  superior  officer? 
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The  Chaikman.  When  you  were  here  at  New  York,  who  was  your 
suoerior? 

Mr.  Baker.  At  first  there  was  no  superior  officer.  Well,  Mr. 
Willcox  was  still  auditor  at  New  York  during  my  w^hole  term  here. 
His  duties  called  him  to  Washington,  after  I  had  been  here  a  few 
months,  and  I  had  to  report  direct  to  Washington,  no  one  being 
over  me  in  New  York. 

The  Chairman.  While  you  were  here  at  New  York,  were  you 
familiar  with  the  conditions  prevailing  with  reference  to  the  pur- 
chasing of  supplies  and  repairs? 

Mr.  Baker.  Yes,  sir.  Mr.  Willcox  had  had  a  great  deal  of 
difficulty  in  getting  cooperation  from  the  operating  department  and 
what  was  then  the  Bureau  of  Survey;  in  fact,  the  entire  operat- 
ing department,  covering  the  purchasing  agent,  the  steward's  depart- 
ment, the  engine  department,  and  so  forth.  I  became  familiar  with 
that  on  Mr.  Willcox's  leaving  New  York,  and  endeavoring  to  carry 
out  the  fight  which  he  had  started,  to  put  the  thing  on  a  proper 
basis  for  getting  proper  accounting. 

The  Chairman.  Did  you  get  it  there? 

Mr.  Baker.  No,  we  never  did. 

The  Chairman.  Why? 

Mr.  Baker.  Well,  the  policy  of  the  operating  department  did  not 
agree  with  what  we  thought  was  necessary  to  get  complete  records,  in 
order  that  we  could  properly  audit  bills  and  make  disbursements. 

The  Chairman.  Who  was  in  charge  of  operations  then? 

Mr.  Baker.  Capt.  Yates. 

The  Chairman.  Do  you  mean  the  operations  department  here  in 
New  York? 
Mr.  Baker.  In  New  York ;  yes,  sir. 

The  Chairman.  Well,  what  was  the  point  at  issue,  Mr.  Baker? 
Can  you  just  tell  the  committee  what  it  was  that  you  desired  to  have 
corrected  ? 

Mr.  Baker.  Why,  particularly  in  purchases.  The  purchasing 
agent,  under  Capt.  Yates,  had  authority  to  make  purchases  both  for 
ships  and  for  supplies  in  the  Hoboken  storeroom.  He  left  contracts 
to  whoever  he  saw  fit  at  first ;  later  they  had  competitive  bids.  He 
checked  the  receipt  of  materials,  the  quality  of  materials  received, 
and  would  approve  the  bills ;  the  comptroller  having  nothing  what- 
ever to  do  with  it  until  the  approved  bill  reached  the  comptroller's 
department,  then  he  was  to  enter  it  in  his  books  and  pay  it,  with  no 
check. 

The  Chairman.  No  check  as  to  whether  proper  prices  were  ob- 
tained ? 
Mr.  Baker.  No,  sir. 

The  Chair:man.  Well,  how  long  did  that  practice  prevail  there,  to 
your  knowledge? 

Mr.  Baker.  I  do  not  know  just^  how  long.  I  know  it  was  in  ex- 
istence from  March  1,  1918,  until  December  31,  1918. 

The  Chairman.  While  you  were  here? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  Capt.  Yates  here  all  that  time? 
Mr.  Baker.  Yes,  sir. 
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The  Chairman.  With  whom  were  you  trying  to  get  this  corrected; 
with  whom  didyou  take  it  up ? 

Mr.  Baker.  Well,  Mr.  Willcox  first  took  it  up  in  Washington  with 
the  comptroller. 

The  Chairman.  WTiq  was  the  comptroller  then,  when  he  first  took 
it  up? 

Mr.  Baker.  Well,  Mr.  W.  L.  Soleau,  I  believe  was  the  first  comp- 
troller, and  later  J.  J.  Nevin.  In  conferences  with  Mr.  Nevin  and 
Mr.  Willcox,  they  endeavored  to  get  Mr.  Eossiter  to  change  the 
method  and  tried  to  get  Capt.  Yates  to  change  the  method,  which  was 
not  done.  We  had  plenty  of  reasons  to  believe  that  there  were  irreg- 
ularities amongst  the  checkers  receiving  the  goods.  That  became  so 
apparent  to  Capt.  Yates,  through  our  repeated  conversations  on  the 
subject,  that  he  saw  fit  to  look  into  his  own  checkers  to  see  if  our 
assertions  were  true,  with  the  result  that  some  of  them  were  found 
guilty,  I  believe. 

The  Chairman.  Was  this  matter  also  looked  into  by  the  investi- 
gation bureau  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  this  practice  which  you  and  Mr.  Willcox  were 
endeavoring  to  have  changed,  resulting  in  loss  to  the  Shipping  Board 
financially,  through  excessive  costs  or  improper  checks  or  irregulari- 
ties in  the  quantity  and  quality  of  material  secured  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  or  not  here  at  New  York 
that  practice  still  prevails  ? 
Mr.  Baker.  No,  sir. 

The  Chairman.  Or  have  you  no  knowledge. 

Mr.  Baker.  I  have  no  jurisdiction  whatever  at  present. 

The  Chairman.  Well  now,  will  you  tell  us  what  you  found  with 
reference  to  ship  control  practice  from  an  accounting  standpoint, 
when  you  were  here  ? 

Mr.  Baker.  We  did  not  find  anything.  We  tried  very  hard  to  get 
some  information  from  the  shipping  control  committee,  with  the 
result  that  we  were  turned  down,  we  could  not  have  the  information 
as  to  the  location  of  our  boats.  Therefore  

The  Chairman.  Was  this  during  the  war? 

Mr.  Baker.  Yes,  sir.  Therefore  we  were  unable  to  make  proper 
audits.  We  were  receiving  accounts  from  abroad,  or  from  some  ports, 
and  we  would  have  no  records  to  check  up  the  fact  that  that  boat  was 
in  that  port.  We  did,  however,  in  time  compile  records  showing  the 
status  of  every  boat,  but  the  shipping  control  committee  would  give 
us  no  cooperation  whatever. 

The  Chairman.  How  about  chartering,  were  there  any  matters 
with  respect  to  charter  parties  ? 

Mr.  Baker.  We  could  not  get  any  charter  parties  in  those  days. 
They  were  issued,  but  the  comptroller's  department  in  New  York 
could  not  obtain  copies  of  them,  making  it  doubly  hard  

The  Chairman.  Well,  how  could  you  account,  how  could  the  comp- 
troller's department  furnish  proper  accounting  for  ships  that  were 
out  on  charters  ? 

.    Mr.  Baker.  It  was  impossible. 

The  Chairman.  Did  you  ever  get  any  records  while  you  were  here, 
as  to  that? 
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Mr.  Baker.  Yes,  along  the  last  of  it  we  began  to  ^et  better  records. 
However,  the  accountings  for  boats  on  charter  parties  were  a  second- 
ary consideration  in  that  time ;  during  the  war  getting  the  boats  over 
there  was  primary.  Accounts  have  come  in  since  that  date. 

The  Chairman.  I  see.  Well,  the  Shipping  Board  need  not  neces- 
sarily have  suffered  any  loss  because  accounts  were  much  delayed  ? 

Mr.  Baker.  They  should  not  have. 

The  Chairman.  Well,  do  you  know  as  a  matter  of  fact  whether 
it  has? 

Mr.  Baker.  Why,  I  can  not  say  absolutely  that  I  do,  because  I 
have  not  audited  the  accounts. 

The  Chairman.  What  was  your  business  prior  to  coming  to  the 
Shipping  Board,  Mr.  Baker  ? 

Mr.  Baker.  I  was  with  the  State  Street  Trust  Co.  in  Boston  for 
about  six  years. 

The  Chairman.  As  what  ? 

Mr.  Baker.  Various  positions,  up  to  the  assistant  secretary's  desk. 

The  Chairman.  How  about  wharfage  here,  while  you  were  at  the 
New  York  office?  Do  you  know  anything  about  the  rates  being 
charged  for  wharfage  in  those  days? 

Mr.  Baker.  Why,  there  was  considerable' controversy  in  the  New 
York  office  regarding  the  wharfage  rates.  Just  before  I  went  with 
the  board  there  was  a  meeting  at  the  American  Steamship  Association, 
with  Mr.  W.  L.  Soleau,  to  endeavor  to  establish  a  rate  of  wharfage 
to  be  charged  by  all  wharves.  Mr.  Soleau,  so  he  told  me,  stated  that 
he  would  allow  a  rate  to  be  charged  by  the  owners  or  lessors  of  the 
wharves,  which  was  a  fair  rate  at  that  time. 

From  previous  audits,  in  so  far  as  we  were  able  to  ascertain  from 
the  managing  agents'  books,  wharfage  was  $150  to  $200  a  day  at  that 
time,  but  all  of  a  sudden  every  one  seemed  to  start  in  charging  about 
$300  a  day,  and  in  extreme  cases  as  high  as  $500.  That  has  hem  con- 
siderably reduced  since  that  date.  That  brought  on  a  condition 
where  various  people  were  looking  for  wharves,  endeavoring  to  lease 
wharves  from  the  city  or  State,  in  order  that  tHey  could  rerent  them 
to  the  Shipping  Board  at  an  extremely  high  profit. 

The  Chairman.  With  reference  to  conditions  in  the  Gulf  district, 
Mr.  Baker,  when  you  left  here  and  went  to  the  Gulf  district,  what 
can  you  say  as  to  the  conditions  you  found  down  there,  either  as  i» 
accounting  or  otherwise? 

Mr.  Bak3br.  When  I  left  New  York  I  had  instructions  from  Judge 
Nevin  to  go  down  and  open  the  district  I  arrived  in  New  Orleans 
and  found  one  boy  handling  the  entire  comptroller's  work  of  the  Gulf 
district,  a  1,700  mile  territory.  It  was  necessary  to  start  a  general 
office  in  New  Orleans,  and  suboffices  in  seven  ports  m  the  district,  which 
was  done  under  great  difficulty,  because  of  tne  fact  that  we  could  not 
obtain  help  at  that  time  competent  to  put  into  the  offices.  The  man- 
aging agents  down  there  knew  nothing  of  Shipping  Board  methods; 
they  nad  to  be  taught,  as  well  as  the  employees  in  the  offices. 

The  Chairman.  This  was  in  January,  1918? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Or  1919? 
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Mr.  Baker.  1919,  yes,  sir.  I  did,  however,  in  six  months  time,  get 
the  district  in  fairly,  good  shape^  turned  it  over  to  a  successor,  and  I 
came  back  to  Boston  tor  a  vacation. 

The  Chairman.  Was  the  accounting  up  to  date  down  there  in  the 
Gulf  district? 

Mr.  Baker.  It  was  when  I  left,  yes,  sir. 

The  Chairman.  But  when  you  went  down  there? 

Mr.  Baker.  When  I  went  down  there? 

The  Chairman.  Yes. 

Mr.  Baker.  When  1  went  down  there  there  had  been  no  accounting 
to  speak  of,  because  of  the  fact  that  all  boats  in  that  territory  had 
been  assigned  to  operators  north^  principally  in  New  York,  and  the 
people  in  the  Gulf  district  had  simply  t^en  acting  as  agents  for  the 
operators  north.  Therefore  

The  Chairman.  Well,  how  about  the  construction  accounts,  had 
they  all  been  audited  and  adjusted? 

Mr.  Baker.  /I  do  not  know.  I  was  in  the  Division  of  Operations, 
*  and  I  had  nothing  to  do  with  that. 

The  Chairman.  Oh,  I  see;  you  were  the  Comptroller. for  the  Divi- 
sion of  Operations? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  What  did  you  find  when  you  got  to  Boston?  What 
was  the  situation  up  there  ? 

Mr.  Baker.  They  had  been  operating  for  a  year  and  a  half  under 
very  peculiar  conditions.  We  had  a  district  agent  who  had  been  in 
the  businefeB  for  some  time,  and  was  interested  in  numerous  com- 
panies—steamship companies,  coal  companies,  repair  yards,  ship 
chandlery,  etc. 

The  Chairman.  Who  was  he? 

Mr.  Baker.  Capt.  Arthur  Crowley.  He  left  the  week  before  I 
went  there.  We  found  that  much  investigation  work  had  been,  done 
before  I  went  there  by  the  investigation  department  of  the  Shipping 
Board,  as  well  as  the  Navy  Department,  and  I  believe  the  Intelli- 
gence Department  of  the  Army  had  been  working  on  it.  Those  re- 
ports were  already  in  my  hands,  and  I  found  it  necessary  to  go  out 
among  the  managers  and  operators  to  straighten  out  an  idea  which 
they  had  through  some  source  that  they  must  do  business  through 
one  ship  chandler  or  one  or  two  repair  yards  or  they  would  be  liable 
to  have  their  ships  taken  away. 

After  a  new  assistant  director  came  in  there  that  condition 
changed.  We  obtained  competitive  bids,  or  had  managing  agents  do 
it,  for  supplies,  and  the  ship  chandlery  business  dropped  down  about 
50  per  cent. 

The  Chairman.  The  what? 

Mr.  Baker.  The  ship  chandlery  business  dropped  down  about  50 
per  cent. 

The  Chairman.  You  mean  the  amounts  paid  by  the  Shipping 
Board? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  Dropped  about  50  per  cent? 
Mr.  Baker.  To  this  one  ship  chandlery  concern. 
The  Chairman.  Yes. 
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Mr.  Baker.  It  took  a  long  time  to  overcome  that  condition.  The 
thing  did  straighten  itself  out,  however,  and  it  is  running  to-day  on 
a  very  efficient  basis  so  far  as  

The  Chairman.  Axjtual  competition  is  there? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Are  you  getting  better  prices? 

Mr.  Baker.  Better  than  we  were  at  that  time ;  not  as  good  as  we 
should  by  any  means. 

The  Chairman.  Well,  now,  what  is  the  reason  you  are  not  getting 
as  good  prices  as  you  ought  to  up  in  the  Boston  district  now? 

Mr.  Baker.  Because  managing  agents  are  allowed  to  purchase 
supplies  as  they  see  fit. 

Tne  Chairman.  That  is  under  the  existing  agreement? 

Mr.  Baker.  All  agreements. 

The  Chairman.  All  agreements.  Did  you  find  the  accounts  fairly 
well  upto  date  when  you  went  to  the  Boston  district? 
Mr.^AKBR.  No,  sir;  very  poorly. 
The  Chairman.  Had  they  been  brought  up? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  many  operators  are  there  out  of  Boston? 
Mr.  Baker.  There  were  11  up  to  very  recently. 
The  Chairman.  All  of  them  experienced  operators,  who  had  pre- 
vious experience? 

Mr.  Baker.  No,  sir ;  one  or  two  who  are  comparatively  new. 
The  Chairman.  Who  are  they?  • 

Mr.  Baker.  Lorence  &  Co.,  Inc. ;  Rogers  &  Webb ;  Intercoast  S.  S. 

Co.  Those  are  about  the  only  new  ones.  There  are  a  couple  of 
other  concerns  endeavoring  to  get  in  Boston  at  the  present  time  for 
operation. 

The  Chairman.  Now,  coming  back  to  conditions  here  in  New 
York  J  did  the  same  conaitions  which  you  have  described  as  to  ship 
supplies  and  wharfage  and  chartering  exist  relative  to  rates  procured 
for  water?  Were  there  any  uniform  rates  for  water,  or  any  cus- 
tomary rates? 

Mr.  Baker.  In  New  York,  do  you  mean? 

The  Chairman.  Yes. 

Mr.  Baker.  Why,  I  can  not  say  definitely  about  that  at  the  present 
time. 

The  Chairman.  Well,  were  there  any  delays  in  the  managing  op- 
erators' accounts  for  supplies  of  water  and  fuel  and  repairs  ? 

Mr.  Baker.  I  do  not  remember  of  any  just  at  this  minute. 

The  Chairman.  Coming  to  the  allocation  of  vessels,  Mr.  Baker, 
what  procedure  in  accounting  was  followed  when  you  were  here  at 
New  York,  after  the  allocation  of  a  ship  to  a  certain  operator  ?  What 
routes  did  the  accounting  system  follow  ? 

Mr.  Baker.  It  should  oe  direct  from  the  managing  agent  

The  Chairman.  No,  no;  what  did  it?   What  was  the  procedure? 

Mr.  Baker.  While  I  was  in  New  York  we  had  very  very  few 
accountings  rendered. 

The  Chairman.  Voyage  accountings? 

Mr.  Baker.  Yes,  sir.  We  were  operating,  or  the  Shipping  Board 
was  operating,  a  large  number  of  boats  itself  at  that  tune.  It  was 
really  prior ;  it  was  prior  to  the  date  that  we  assigned  boats  for  oper- 
ation, except  on  requisitioned  boats. 
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The  Chairman.  Well,  then,  after  they  began  assigning  them  on 
reauisition,  was  the  accounting  kept  up  ? 

Mr.  Baker.  I  was  out  of  New  York  before  that. 

The  Chairman.  Oh,  yes.  Does  the  director  of  operations  furnish 
the  comptroller  now  the  information  necessary  for  proper  ac- 
counting? 

Mr.  Baker.  He  majr  in  some  districts.  He  does  not  in  mine ;  we 
have  to  furnish  him  with  it. 

The  Chairman.  You  furnish  the  director  of  operations  with  in- 
formation ? 

Mr.  Baker.  Yes,  sir.  The  general  orders  say  he  will  furnish  the 
comptroller.  It  seems  to  be  the  reverse. 

The  Chairman.  Well,  are  there  any  methods  which  the  operator 
can  use  to  reduce  his  indebtedness  to  the  Shipping  Board,  or  to 
lessen  the  expense  of  operation? 

Mr.  Baker.  You  mean,  if  he  saw  fit  to  be  a  little  irregular  in  his 
bookkeeping? 

The  Chairman.  Yes. 

Mr.  Baker.  Yes,  there  are  many  opportunities  to. 
The  Chairman.  Under  the  existing  agreement? 
Mr.  Baker.  Yes,  sir. 
The  Chairman.  Such  as  what? 

Mr.  Baker.  Well,  bridge  tolls  is  one  thing.  He  can  refrain  from 
reporting  demurrage,  he  can  hold  that  up,  not  report  it  to  us.  If  we 
have  proper  itineraries,  we  can  check  that  out  and  find  out  what  is 
unreported.  If  we  do  not  have  proper  itineraries,  it  is  impossible  to 
detect  it. 

The  Chairman.  How  are  all  those  things  checked  now?  Is  there 
not  some  way  of  the  accounting  department  checking  those  lings 
now? 

Mr.  Baker.  We  check  them  in  our  office  to-day.  We  have  had  to 
build  up  what  is  known  as  a  position  book  department,  showing  the 
position  of  every  one  of  our  boats  at  every  minute,  from  the  time 
it  was  assigned  to  our  district  up  to  the  present  time.  By  the  aid  of 
that  information  we  are  able  to  make  a  complete  audit. 

The  Chairman.  Well,  how  do  you  get  that  information,  by  wire- 
less from  the  boat? 

Mr.  Baker.  No,  sir ;  we  get  that  from  various  sources ;  the  director 
is  supposed  to  furnish  all  of  that  information,  he  furnishes  part  of 
it ;  we  get  reports  direct  from  managing  agents,  we  get  it  from  the 
reporting  agencies,  we  get  it  from  outside  districts,  the  comptroller's 
departments,  newspapers — information  of  any  sort  which  we  can 
pick  up  in  correspondence  and  telegrams  passing  between  various 
offices  of  operations  or  the  comptroller's  department.  We  assemble 
that  all  on  one  card,  which  is  really  the  basis  of  all  audits. 

The  Chairman.  Do  you  remember  the  case  of  the  Black  Star  at 
Philadelphia,  involving  fuel  oil? 

Mr.  Baker.  With  reference  to  fuel  oil  ?  Yes,  sir. 

The  Chairman.  What  was  there  about  that  transaction? 

Mr.  Baker.  The  Shipping  Board  has  a  contract  to  purchase  fuel  oil 
from,  I  believe,  the  Mexican  Petroleum  in  Philadelphia.  One  of  our 
managing  agents,  John  S.  Emery  Co.,  needed  fuel  oil  at  Philadelphia, 
and  requested  that  the  same  be  furnished  his  boat  when  it  arrived 
there  from  Boston.   He  was  informed  by  the  operation  department 
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at  Philadelphia  to  forward  a  check  to  the  Blue  Star  Navigation  Co.  at 
the  rate  of  something  over  $5  a  barrel,  and  when  the  boat  arrived 
there  the  oil  would  be  furnished. 

When  the  boat  arrived  they  called  on  the  Blue  Star  Navigation 
Co. ;  they  were  instructed  to  go  to  the  Mexican  Petroleum,  and  they 
would  furnish  the  oil,  which  they  did.  The  boat  then  proceeded 
on  her  way. 

Later  the  Mexican  Petroleum  Co.  bills  our  managing  agent,  John  S. 
Emery,  for  the  oil  at  a  dollar  and  thirty-odd  cents  a  barrel,  instead  of 
$5  and  some  odd,  a  difference  of  something  like  $15,000. 

There  was  another  case  similar  to  that,  which  had  come  up  on  

The  Chairman.  Well,  now,  just  before  you  go  on  to  that  other 
case ;  do  I  understand  that  they  had  sent  the  check  at  $5  a  barrel  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  it  was  filled  at  $1.38  a  barrel? 

Mr.  Baker.  By  the  Mexican  Petroleum  Co.  The  check  was  sent 
to  the  Blue  Star  Navigation  Co.,  who  were  to  deliver  the  oil  accord- 
ing to  the  instructions  from  the  division  of  operations  in  Phila- 
delphia. 

The  Chairman.  To  the  operator? 
Mr.  Baker.  Yes,  sir ;  to  our  operator. 

The  Chairman.  The  Blue  Star  was  evidently  making  the  $3.62 
profit,  were  they? 
Mr.  Baker.  1  don't  know. 

The  Chairman.  Well,  was  the  amount  paid  charged  to  the  Ship- 
ping Board  andpaid  ? 

Mr.  Baker.  The  amount  had  been  paid  out  of  our  trust  fund,  a 
check  of  twenty-odd  tJiousand  dollars. 

The  Chairman.  Now,  you  say  there  was  another  case  ? 

Mr.  Baker.  Another  case  came  up  this  last  week,  very  much  tiie 
same.  I  have  not  the  details  on  that ;  I  have  not  had  an  opportunity 
to  go  into  it. 

The  Chairman.  How  is  the  fuel  coal  purchased  in  the  Boston  dis- 
trict now? 

Mr.  Baker.  You  mean  bunker  coal,  I  presume? 
The  Chairman.  Yes ;  bunker  coal. 

Mr.  Baker.  Well,  we  have  very,  very  little  of  that  to  supply  in 
Boston.  It  is  mostly  supplied  from'  Norfolk,  where  our  ships  almost 
always  bunker.  What  little  there  is  is  supplied  by  bunkering  people 
in  Boston,  at  the  usual  high  rates,  which  the  Snipping  Board  has 
had  to  pay. 

The  Chairman.  How  large  a  force  have  you  got  in  your  depart- 
ment in  Boston,  Mr.  Baker? 

Mr.  Baker.  At  present  I  am  reducing  it,  in  accordance  with  the 
reduced  amount  of  shipping  which  is  going  on.  In  August  I  had 
one  hundred  and  seventy-odd  men ;  now,  or  within  a  week  or  so,  I 
will  have  the  force  cut  down  to  100. 

The  Chairman.  How  many  steamers  do  you  say  are  operating  out 
of  Boston? 

Mr.  Baker.  They  have  been  operating  considerable.  Of  late  we 
have  had  as  high  as  68  off  shore — a  total  I  should  say  of  about  100. 

The  Chairman.  Can  you  close  the  a<;counts  of  any  of  these  manag- 
ing operators  that  are  operating  Shipping  Board  ships  now  ? 
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Mr.  Bakkr.  Not  those  who  have  been  operating  prior  to  May  1, 
1919,  because  of  the  fact  that  all  accountings  from  managers  and 
operatoi'S,  voyage  accountings,  were  sent  direct  to  Washington  up  to 
that  time.  They  have  not  been  audited  and  returned,  so  that  we 
are  unable  to  settle. 

Since  that  date  Washington  has  decentralized,  and  we  have  been 
able  to  settle  on  accountings  since  then ;  that  is,  we  would  be  able  to 
settle  provided  the  others  had  been  settled  up  in  the  first  place.  I 
have  already  

The  Chairman.  Well,  suppose  it  involved  the  operation  of  a  ship 
beginning  lonfij  prior  to  May  1,  1919,  and  continuing  afterwards 
down  to,  say,  December  1,  1920,  and  you  wished  to  strike  a  balance 
now  and  settle  up  with  that  concern,  could  it  be  done? 

Mr.  Baker.  No,  sir. 

The  Chairman.  Because  of  the  fact  that  the  transactions  prior 
to  May  1,  1919,  have  not  been  audited  and  returned  to  you. 
Mr.  Baker.  Precisely. 

The  Chairman.  Do  you  know  whether  they  have  been  audited  in 
Washington,  and  the  balance  ascertained? 
Mr.  Baker.  They  have  not. 
The  Chairman.  You  know  that? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  with  reference  to  voyage  accountings  since 
May  1, 1919,  are  kept  up  fairly  well? 

Mr.  Baker.  Yes,  sir.  I  have  every  outstanding  account  in  my 
office,  or  I  did  have  December  31,  of  every  ship  that  had  finished 
a  voyage  after  October  21,  1920. 

The  Chairman.  That  was  

Mr.  Baker.  Two  months  behind. 

The  Chairman.  60  days,  two  months.  Well,  do  you  think  that 
can  be  kept  up,  that  accounting? 

Mr.  Baker.  Yes,  sir,  I  intend  to  keep  it  up,  if  I  can. 

The  Chairman.  Well,  I  mean,  was  there  anything  exceptional 
about  the  operations  which  permitted  to  get  it  down  within  two 
months? 

Mr.  Baker.  We  had  a  voyage  account  drive  on,  as  was  the  case  in 
even^  district,  instituted  by  the  coinptroller. 
The  Chairman.  Mr.  Tweedale? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  But  prior  to  that  very  few  voyages  had  been 

accounted  ? 

Mr.  Baker.  Yes,  sir;  on  account  of  the  disagreements  in  the 
managing  agreements,  between  the  board  and  the  steamship  associa- 
tion. 

The  Chairman.  When  were  the  instructions  for  operators'  ac- 
counts back  to  March,  1919,  issued,  do  you  remember? 
Mr.  Baker.  November  12, 1920. 
The  Chair3Ian.  November  12  last  ? 
Mr.  Baker,  /es,  sir. 

The  Chairman.  Were  there  any  other  matters  down  in  the  Gulf 
district  that  came  to  your  attention  while  you  were  there  which  re- 
quired remedying  or  from  which  the  Shipping  Board  was  suffering 
a  loss  financially  ? 


Digitized  by 


3590 


SHIPPING  BOABD  OPERATIONS. 


Mr.  Baker.  Yes,  sir.  They  were  purchasing  everything  from  ship 
chandlers,  every  item  that  went  onto  a  boat.  Ship  chandlers  were 
purchasing  from  wholesalers,  and  charging  a  profit  anywhere  from 
20  to  40  or  60  per  cent ;  and  without  any  authority  I  notified  every 
ship  chandler  that  in  the  future,  if  he  furnished  the  Shipping  Board 
with  anything  that  he  did  not  nave  in  stock,  the  bills  would  not  be 
paid.  I  had  endeavored  to  get  the  managing  agents  to  stop  that 
practice,  but  could  not,  so  I  issued  the  letter  direct  to  the  ship 
chandlers. 

The  Chairman.  Then  that  was  very  similar  to  the  condition  you 
found  at  Boston? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  prevailed  to  some  extent  here  in  New  York 
also  while  you  were  here  ? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  So  that  was  sort  of  a  general  condition? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  that  remedied  in  the  southern  district? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  you  say,  while  it  has  been  remedied  at  Bos- 
ton, there  is  room  for  the  Shipping  Board  still  to  get  better  prices 
at  Boston  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Were  there  any  other  matters  down  in  New 
Orleans  that  you  found  ? 

Mr.  Baker.  I  was  in  pretty  close  connection  with  the  investiga- 
tion department  down  there,  on  account  of  the  fact  that  they  were 
investigating  the  construction  division.  Hulls  were  being  completed 
and  turned  over  to  the  division  of  operations.  Through  personal 
acquaintance  we  obtained  considerable  information  from  the  in- 
vestigation department,  and  shipyards,  of  defects  in  bolts  which 
made  them  unseaworthy,  unfit  for  carrying  tonnage,  and  really  unfit 
to  operate. 

The  Chairman.  Wooden  boats  ? 

Mr.  Baker.  Yes,  sir.  To  safeguard  the  division  of  operations,  I 
considered  it  my  duty  to  hold  up  such  ships,  and  demand  that  they 
be  used  by  the  division  of  operations.  We  found  on  many  ships 
there  was  the  question  of  tree  nails.  In  the  Lone  Star  yard,  I  be- 
lieve, the  average  was  five  out  of  sixteen  females  went  through,  and 
went  into  the  planking ;  eleven  of  them  were  dummies. 

The  Chairman.  You  say  that  was  obtained  by  the  bui^eau  of 
investigation? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Who  went  down  there  on  that  investigation,  do 
you  know? 

Mr.  Baker.  Mr.  Richardson  obtained  the  greater  part  of  it. 
There  were  other  irregularities  in  ship  construction.  Some  of  the 
boilers  and  engines  were  not  even  bolted  in  the  ship,  practically  set 
in  as  cargo.  The  only  thing  that  held  them  in  place  was  the  shaft. 
They  were  really  unfit,  in  a  great  many  cases,  to  put  a  human 
beinjg  on. 

The  Chairman.  Well,  didyou  find  any  such  instances  with  refer- 
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Mr.  Baker.  There  were  no  wood  ships  being  built  in  this  section. 

The  Chairman.  Or  up  in  the  Boston  district? 

Mr.  Baker.  Why,  we  have  had  more  or  less  trouble  with  Lake 
ships  coming  down,  Boston  being  the  port  or  district  which  receives 
most  of  the  late  type-  of  boats. 

The  Chairman.  There  were  some*  wood  ships  built  up  there,  were 
they  not,  in  that  district? 

Mr.  Baker.  I  believe  so,  but  they  ended  before  I  went  there.  We 
have  had  a  great  deal  of  difficulty  with  repairs  to  those  boats.  A 
great  deal  of  that  has  been  charged  back  to  the  construction  or  to 
the  builders'  accounts. 

The  Chairman.  Well,  the  wood  ship  fleet  is  not  one  that  can  be 
as  effi.ciently  or  economically  operated  as  the  steel  ships,  is  it  ? 

Mr.  Baker.  Generally  speaking,  yes. 

The  Chairman.  Is  it  your  opinion  that  this  large  fleet  of  wooden 
ships  which  the  Shipping  Board  has  should  be  fitted  up  and  equipped 
for  operation? 

Mr.  Baker.  I  do  not  know  what  trade  the  board  could  put  them 
into  and  operate  them  successfully.  They  might  be  used  as  barges 
for  scows  or  something  of  that  sort  very  well,  but  

The  Chairman.  Are  there  any  wooden  hulls  stored  up  in  Boston 
or  vicinity? 

Mr.  Baker.  I  believe  we  have  one,  the  Baason^  coming  down 
from  St.  Johns,  Newfoundland.  It  has  been  on  the  rocks  up  there 
for  a  great  many  months,  at  a  great  deal  of  expense.  I  think  that 
is  the  last  one  we  have,  excepting  some,  I  believe,  that  are  laid  up 
in  New  London,  which  comes  in  our  territory. 

The  Chairman.  Was  the  Bamon  an  operating  ship  ? 

Mr.  Baker.  Yes,  sir ;  she  was  being  operated  by — ^let  us  see,  she  was 
under  bare  boat  charter  to  the  Lorence  Navigation  Co.  She  went 
on  the  rocks  with  cargo  at  St.  Marys,  Newfoundland. 

The  Chairman.  By  the  way,  Mr.  Baker,  have  jou  received  any 
suggestions  or  caution  by  instruction  or  otherwise  as  to  the  in-« 
formation  you  should  give  this  committee  by  any  of  your  superior 
officers. 

Mr.  Baker.  I  have  been  advised  to  allow  questions  of  policy  or 
opinions  to  be  handled  by  the  general  office. 

The  Chairman.  Well,  do  you  mean  to  say  that  if  we  were  to  ask 
you  your  opinion  upon  a  matter  of  accounting,  you  take  it  your 
instructions  have  been  not  to  give  this  committee  the  benefit  of  your 
opinion,  if  it  is  of  benefit,  but  to  refer  it  to  somebody  else. 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Who  gave  you  that  information  or  advice? 

Mr.  Baker.  The  general  comptroller. 

The  Chairman.  Mr.  Tweedale? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  long  ago? 

Mr.  Baker.  The  last  time  1  was  in  New  York  here,  before  you  went 
to  Washington. 
The  Chairman.  Before  the  committee  went  to  Washington? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  Last  November  sometime? 

Mr.  Baker.  Yes,  sir:  I  think  it  was  in  November.  It  was  the  date 
before  Thanksgiving,  I  believe. 
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The  Chairman.  From  your  experience  in  the  accounting  division 
or  in  the  comptroller's  department  of  the  Shipping  Board  or  the 
Fleet  Corporation,  in  the  three  districts  where  you  have  been,  I 
would  ask  you  if  the  accounting  for  ship  operations  is  better  now  than 
it  has  been,  and  if  it  can  be  made  better  than  it  is  at  present? 

Mr.  Baker.  In  my  office  it  is  Very  much  better  than  it  has  been. 
It  will  be  perfected  m  the  future. 

The  Chairman.  There  is  room  for  improvement,  you  mean  ? 

Mr.  Baker.  Yes,  sir;  inasmuch  as  I  have  a  comparatively  new 
audit  force  for  auditing  voyage  accounts. 

The  Chairman.  Have  you  received  cooperation  from  the  home 
office  in  any  suggested  improvements  or  changes  made  in  the  account- 
ing methods? 

Mr.  Baicer.  Why,  we  receive  all  the  general  orders  that  are  issued, 
and  we  are,  I  understand,  to  have  periodical  meetings  in  the  general 
comptroller's  office  to  discuss  questions  which  arise  from  one  meet- 
ing to  another,  which  might  be  for  the  mutual  benefit  of  all  divisions. 

The  Chairman.  Have  you  had  any  of  those  meetings  yet? 

Mr.  Baker.  We  have  had  one. 

The  Chairman.  That  is,  the  comptrollers  from  the  various  dis- 
tricts got  together  and  discussed  matters  of  accounting,  and  as  to 
how  it  can  be  perfected? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  have  some  of  these  suggestions  been  followed 
out? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  What  I  meant  to  say  was,  prior  to  this  first  con- 
ference, when  you  have  made  a  suggestion,  if  you  have  made  any  in 
any  of  these  districts,  as  to  bringing  about  what  you  felt  were  needed 
changes,  have  you  received  cooperation  from  the  home  office  and  have 
some  of  your  suggestions  been  adopted,  or  did  they  permit  you  to 
follow  them  out? 

•  Mr.  Baker.  A  great  many  of  my  suggestions  of  late  have  come  out 
in  the  form  of  general  orders  very  shortly  after  I  have  made  the  sug- 
gestion.   I  do  not  know  whether  it  is  my  suggestion  

The  Chairman.  Perhaps  if  I  put  the  question  the  other  way: 
Have  you  been  hampered  or  ^hindered  in  any  way  by  the  home  office 
in  changing  the  methods  of  accounting,  or  m  making  improvements 
in  the  system,  either  when  you  have  suggested  it,  or  when  others  have 
made  the  suggestion  ?  ' 

Mr.  Baker.  Not  recently.  Some  time  ago  it  was  impossible  to 
get  an  answer  to  a  letter  or  a  telegram. 

The  Chairman.  How  long  ago? 

Mr.  Baker.  Oh,  six  months  ago,  I  should  say. 

The  Chairman.  Who  was  general  comptroller  then  ? 

Mr.  Baker.  Mr.  Tweedale ;  just  after  he  took  office^ 

The  Chairman.  Oh,  just  after  he  became  comptroller? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  then,  there  is  cooperation  between  your  dis- 
trict at  present  and  the  home  office  as  far  as  accounting  goes? 
Mr.  Baker.  Yes,  sir. 

The  Chairm[an.  Now,  is  there  any  other  Shipping  Board  official 
up  there  in  Boston  besides  you,  as  the  district  comptroller? 
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Mr.  Baker.  Mr.  Lacey  is  acting  district  director;  Mr.  Mc- 
Oregor  

The  Chairman.  How  many  men  has  Mr.  Lacey  under  him,  approx- 
imately? 

Mr.  JBaker,  Oh,  I  should  say  30. 

The  Chairman.  And  who  else  is  there? 

Mr.  Baker.  Mr.  McGregor,  district  manager  of  construction  and 
repair. 

The  Chairman.  How  many  men  has  he  under  him  ? 

Mr.  Baker.  I  should  say  about  10  or  12 ;  12, 1  should  say. 

The  Chairman.  Any  other  officials? 

Mr.  Baker.  No,  sir.'  Yes,  there  is';  Mr.  Hickey  is  the  representa- 
tive of  the  supply  and  sales  division  in  Boston. 
The  Chairman.  How  many  men  has  he  got? 
Mr.  Baker.  I  believe  two. 

The  Chairman.  Two.    Is  there  a  concentration  plant,  op  whatever 
they  call  it;  is  there  a  plant  up  there  where  material  is  assembled? 
Mr.  Baker.  Assembled?    You  mean  surplus  material,  etc.? 
The  Chairman.  Yes,  surplus  material. 
Mr.  Baker.  Yes,  sir,  there  is. 
The  Chairman.  Where  is  it? 

Mr.  Baker.  In  East  Boston.  It  comes  under  the  jurisdiction  of 
the  supply  and  sales  division. 

The  Chairman.  Is  there  some  construction  work  going  on  at  Fall 
Eiver  now? 

Mr.  Baker.  No,  sir. 

The  Chairman.  Any  repair  work  there? 

Mr.  Baker.  Very  little. 

The  Chairman.  Where  is  it? 

Mr.  Baker.  Very  little  in  the  district. 

The  Chairman.  Very  little  in  the  district  ? 

Mr.  Baker.  At  present. 

The  Chairman.  How  .long  would  it  take,  Mr.  Baker,  in  your  judg- 
ment, to  bring  these  accounts  prior  to  May  1,  1919,  up  to  date,  by  a 
proper  audit  drive. 

Mr.  Baker.  You  mean  provided  they  were  transferred  from  Wash- 
ington to  me  to  audit? 

The  Chairman.  Yes,  to  the  various  districts. 

Mr.  Baker.  I  do  not  know,  because  I  have  no  idea  how  many 
there  are.  I  do  not  think  it  would  take  but  a  very  short  time  to 
properly  audit  them  and  pass  them  through  the  books  as  they 
should  be. 

The  Chairman.  Have  you  had  sufficient  experience  in  the  account- 
ing to  venture  an  opinion  as  to  whether  these  ships  can  be  operated 
to  greater  advantage  to  the  Government  under  a  bare  boat  charter 
basis  or  under  some  other  form  of  agreement  ? 

Mr.  Baker.  I  can  not  see  how  they  could  become  a  loss  on  a  bare- 
boat basis,  except  that  they  might  not  be  able  to  put  them  out  on  a 
bare-boat  charter.    That  is  the  only  possibility  of  a  loss. 

The  Chairman.  That  is,  that  you  might  not  be  able  to  dispose  of 
them  under  that  plan? 

Mr.  Baker.  Yes,  sir. 
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The  Chairman.  Well,  there  probably  would  not  be  any  more  of 
them  tied  up  than  there  are  at  present,  would  there? 

Mr.  Baker.  Of  course,  that  depends  on  monetary  conditions  and 
shipping  conditions  a  great  deal.    I  doubt  that  

The  C  HAiRMAN.  Well,  under  present  conditions  the  Government 
appoints  these  operators  as  its  agents  and  pays  all  the  bills  and  gives 
the  operator  principally  a  free  hand  in  purchasing  supplies  or  fuel  or 
equipment  or  for  repairs,  and  the  operator  collecte  the  freight  money 
and  he  is  permitted  to  draw  upon  a  trustee's  account,  and  credits  it 
with  the  moneys  received  from  freight,  and  then  if  the  accounting  is 
brought  up  to  date  some  time  or  other  the  Government  will  find  out 
whether  they  have  made  any  tnoney  or  not.  Is  that  not  about  the 
situation  as  it  is  going  on  to-day  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  now,  how  can  they  get  that  information 
quicker  under  the  existing  agreement  and  get  a  balance  struck? 

Mr.  Baker.  By  following  up  the  boats  closer.  I  have  a  system  in 
my  office  to-day,  and  every  mana^ng  agent  in  my  district  knows  that 
in  20  days  after  a  boat  completes  its  voyage  my  man  is  going  to  be  in 
his  office  looking  for  a  voyage  account,  and  if  he  does  not  have  it 
my  man  is  going  to  be  such  a  nuisance  to  him  until  he  gets  it  that  he 
gets  it. 

The  Chairman.  Well,  now,  that  is  a  case  of  where  the  Shipping 
Board  has  to  chase  it  right  up. 
Mr.  Baker.  Precisely. 

The  Chairman.  That  is  the  system,  under  your  system? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Keep  right  after  it? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  should  there  not  be  some  kind  of  a  proviso 
in  the  agreement  requiring  them  to  furnish  that  information  within  a 
certain  specified  time,  and  in  default  of  doing  so  they  suffer  a 
penalty? 

Mr.  Baker.  I  should  think  they  could ;  yes,  sir.  That  clause  is  in 
our  general  orders  now,  but  I  understand  that  general  orders  issued 
by  the  Shipping  Board  to  managing  agents  are  no  longer  a  part  of 
the  agreement. 

The  Chairman.  That  is  something  outside  of  the  agreement  and 
does  not  have  to  be  honored  in  the  observance  if  the  operator  does  ij^^ 
wish  to? 

Mr.  Baker.  If  he  does  not  see  fit.  I  think  under  our  present 
operations  there  are  changes  which  might  be  extremely  beneficial  to 
the  Shipping  Board. 

The  Chairman.  Well,  what  are  some  of  them  ? 

Mr.  Baker.  The  insertion  in  the  managing  agreement  of  a  clause 
relative  to  purchases  on  a  standard  basis,  rather  than  allowing  them 
to  go  ahead  and  purchase  whatever  they  want  to,  and  the  Smpping 
Board  stand  behind  them,  which  really  is  the  meaning  of  the  agree- 
ment to-day.  If  they  held  the  managing  agent  to  a  certain  standard 
price  per  meal,  or,  with  the  coal,  so  many  pounds  of  water  must  be 
evaporated  to  the  pound  of  coal  purchased,  or  pound  of  water  pur- 
chased, and  in  the  event  of  their  not  obtaining  that  standard  there 
would  be  a  penalty  that  would  demand  of  the  manag^ing  agent  that  he 
become  efficient  or  his  boats  would  be  reassigned;  it  would  demand 
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from  the  steward  that  he  obtain  that  figure  or  step  on  and  let  some- 
body else  obtain  it;  it  would  demand  that  the  engineer  keep  his  engine 
in  repair  to  attain  that  efficiency ;  it  would  demand  that  he  saw  that  he 
got  every  pound  of  coal  that  the  boat  was  charged  for,  and  every 
pound  oi  water ;  otherwise  he  could  not  obtain  efficiency. 

The  Chairman.  Were  some  of  those  matters  discussed  at  this  con- 
ference of  the  comptrollers  or  the  accounting  officers  ? 

Mr.  Baker.  It  never  has  been  yet.  I  have  made  the  suggestion  to 
the  general  comptroller,  but  we  have  had  no  meeting  since.  That 
would  simplify  auditing  to  an  appreciable  amount. 

The  Chairman.  Did  you  ever  take  up  the  matter  of  having  some  of 
these  accounts  rendered  under  oath,  certified  under  oath,  by  the  cap- 
tain or  the  steward  or  the  engineer  or  the  port  representatives?  ' 

Mr.  Baker.  That  never  has  been  done.  The  question  of  bond  has 
been  taken  up,  but  apparently  nothing  done  with  it  so  far.  If  the 
masters  were  under  bond,  if  the  stewards  were  under  bond,  and  the 
engineers  were  under  bond,  we  would  have  more  efficient  men,  because 
men  who  had  committed  a  crime  or  who  had  in  some  way  been  so 
inefficient  that  the  Shipping  Board  did  not  want  them — and  they 
would  have  to  be  pretty  inefficient — ^they  wotild  not  be  able  to  obtain 
bonds. 

The  Chairman.  The  committee  will  adjourn  until  9  o'clock  to- 
morrow morning. 

Whereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  to  meet 
at  9  o'clock  a.  m.  Tuesday,  January  18, 1921. 


Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatii'es, 
New  York^  January  18^  1921, 
The  committee  met  in  exhibit  room  No.  6,  Hotel  Pennsylvania, 
New  York  City,  at  9  o'clock  a.  m.,  pursuant  to  adjournment  on  yes- 
terday, Hon.  Joseph  Walsh  (chairman)  presiding. 

Present  also :  Messrs.  Foster,  Steele,  and  Connally,  members  of  the 
committee. 

TESTIMONY  OF  HB.  HYBON  C.  BAKBB— Besnmed. 

The  Chairman.  Mr.  Baker,  have  you  had  any  jurisdiction  over 
sales  of  surplus  material  ? 

Mr.  Baker.  Up  until  the  time  when  the  supply  and  sales  division 
was  supposed  to  take  that  work  over  it  came  under  my  jurisdiction 
as  to  quantities  sold  and  seeing  that  the  material  was  offered  under 
competitive  bids.  And  even  now  scrap  material  taken  from  our 
boats  in  repair  yards  still  comes  under  my  jurisdiction  inasmuch  as 
my  time  and  material  checkers  report  all  scrap  material  to  the  office, 
provided  the  construction  and  repair  contracts  with  the  repair  yards 
do  not  call  for  the  repair  yard  or  the  managing  agent  to  have  dis- 
position of  it. 

The  Chairman.  Do  you  know  of  any  instances  where  material  has 
been  sold  at  a  lower  price  than  would  have  been  secured  than  by  ad- 
vertising or  soliciting? 
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Mr.  Baker.  In  the  case  of  the  recruiting  service,  whose  headquar- 
ters originally  were  in  Boston,  there  was  in  the  vicinity  of  $400,000 
worth  of  clothing  disposed  of,  to  reduce  the  stock  on  hand,  which 
was  sold  through  instructions  given  by  Judge  Payne  and  ratified 
later  by  the  board. 

The  Chairman.  How  much  was  received  for  it? 

Mr.  Baker.  About  $82,000. 

The  Chairman.  Do  you  know  to  whom  it  was  sold  ? 

Mr.  Baker.  It  was  sold  to  the  Harding  Uniform  &  Regalia  Co.,  of 
School  Street,  Boston. 

The  Chairman.  What  clothing  did  it  consist  of? 

Mr.  Baker.  All  clothing  used  by  the  recruiting  service,  such  as 
sweaters,  chief  petty  officers'  overcoats,  denim  trousers,  and  various 
other  kinds  of  clothing  used  by  men  in  the  recruiting  service. 

The  Chairman.  Does  the  Shipping  Board  furnish  clothing  to  the 
men  on  ships  ? 

Mr.  Baker.  At  that  time  they  did. 

The  Chairman.  Do  they  now. 

Mr.  Baker.  They  have  "up  to  very  recently.  The  recruiting  serv- 
ice has  been  given  instructions  to  discontinue  or  practically  to  go  out 
of  existence.  When  I  stated  approximately  $400,000  worth  of  cloth- 
ing, that  meant  at  prices  in  thousand  lots  back  in  1917.  That  price, 
if  the  goods  had  been  furnished  in  1920,  when  they  were  sold,  would 
have  been  much  higher. 

The  Chairman.  How  was  that  sale  effected,  do  you  know  ? 

Mr.  Baker.  Capt.  Hibbard  then  was  in  charge  of  the  recruiting 
service  after  Mr.  Howard  resiojned,  and  he  took  the  matter  up  per- 
sonally with  Judge  Payne  and  was  given  absolute  authority  in  the 
matter  of  disposition  of  the  entire  surplus  stock.  Capt.  Hibbard 
requested  three  or  four  parties  to  present  bids.  It  was  not  ad- 
vertised in  the  daily  mediums,  and  some  who  wished  to  bid  on  it 
apparently  had  no  opportunity. 

The  Chaikman.  How  do  you  know  that? 

Mr.  Baker.  Because  vendors  in  Boston  came  to  mv  office  and  re- 
quested opportunity  to  bid.  They  were  referred  to  Capt.  Hibbard, 
and  I  understood  from  them,  later,  were  never  given  an  opportunity 
to  bid.  They  had  to  go  to  the  purchasers  and  buy  from  them  at  a 
considerable  increase  in  price  over  what  was  paid  to  the  board. 

The  Chairman.  Did  this  sale  include  all  the  stock  they  had  on 
hand  or  only  just  that  part  that  had  been  declared  surplus? 

Mr.  Baker.  Only  that  which  was  considered  surplus  by  Capt. 
Hibbard ;  but  in  some  cases  they  sold  more  than  they  Tiad  m  stock 
and  they  had  to  even  cancel  some  sales  which  had  already  been 
made.  I  can  say  that  not  only  that,  but  the  contract  for  the  sale, 
instead  of  being  in  the  usual  Government  form;  that  is,  requiring 
certified  check,  to  be  presented  before  the  delivery  of  goods,  was 
in  the  form  that  the  goods  were  sold  on  a  80-day  basis.  Also  a 
commission  was  allowed  to  the  Harding  Uniform  &  Eegalia  Co., 
which  commission  was  deducted  from  the  purchase  price. 

The  Chairman.  A  commission  was  allowed  them,  do  you  say? 

Mr.  Baker.  Yes. 

The  Chairman.  What  do  you  mean  by  allowing  them  a  commis- 
sion? They  bought  these  goods,  and  were  also  allowed  a  commis- 
sion for  buying  them  ? 
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Mr.  Baker.  Yes,  sir.  They  were  supposed  to  have  sold  the  goods 
as  agents  of  the  Snipping  Board  at  the  prices  quoted.  But  instead 
of  that  they  sold  them  at  a  much  higher  price,  and  at  the  same 
time  the  board  allowed  them  a  commission. 

The  Chairman.  Do  you  loiow  how  much  that  commisison  was? 

Mr.  Baker.  It  varied  from  half  a  cent  to  2  or  3  cents  or  more  on 
each  piece. 

The  Chairman.  When  did  this  transaction  occur,  the  sale  of  this 
material  ? 

Mr.  Baker.  About  a  year  ago. 

The  Chairman.  January,  1920,  about? 

Mr.  Baker.  I  think  it  was  the  latter  part  of  1919.  The  collection 
of  the  fund  was  left  to  me,  also  the  delivery  of  the  goods,  inasmuch 
as  the  recruiting  service  in  Boston  had  discontinued  business.  I 
objected  strenuously  to  the  procedure,  but  was  ordered  to  remove 
nay  objections  and  allow  the  sale  to  proceed. 

The  Chairman.  Who  ordered  you  to  do  that? 

Mr.  Baker.  I  received  my  orders  in  a  telegram  from  Col.  Abadie, 
then  general  comptroller  of  the  Shipping  Board.  He  advised  me 
that  he  had  been  advised  by  the  board  and  the  legal  department  to 
do  so. 

The  Chairman.  Now,  as  I  understand  you,  this  clothing  consisted 
of  sweaters  

Mr.  Baker  (interposing).  *!  can  give  you  the  exact  time,  if  you 
wish. 

The  Chairman.  Very  well. 

Mr.  Baker.  I  delivered  2,473  blue  denim  work  trousers,  which 
cost  $1.75  each,  and  the  sale  price  fixed  by  the  board  was  60  cents 
each,  less  a  commission  of  5  cents  each,  which  made  a  selling  price  of 
$1,012.85  for  goods  which  cost  the  board  $4^327.76. 

Also  4,800  olue  denim  work  blouses,  which  cost  the  board  $1.75 
eafch,  and  thev  sold  them  for  50  cents  each,  less  a  commission  of  5 
cents  each.  Also  19,974  watch  caps,  which  cost  the  board  52  cents 
each,  and  were  sold  for  25  cents  each,  less  a  commission  of  2^  cents. 

The  Chairman.  What  are  they? 

Mr.  Baker.  Little  visored  caps,  watch  caps,  they  are  called,  about 
the  same  as  the  caps  used  by  conductors  and  motormen. 
The  Chairman.  You  may  continue. 

Mr.  Baker.  Also  8,000  apprentices  blue  woolen  trousers,  which 
cost  the  board  $6.10  each,  and  were  sold  for  $2.50  each,  without  a 
commission.  The  cost  in  that  case  to  the  board  was  $48,800,  and 
they  were  sold  for  $20,000. 

Also  14,991  middy  blouses,  which  cost  $7  each  and  were  sold  for 
$1.25  each,  less  a  commission  of  2^  cents  each;  the  total  cost  being 
$104,937,  and  they  were  sold  for  $18,363.  At  that  time  these  blouses 
were  selling  in  the  stores  for  $7  each. 

Also  4.000  pea  coats,  which  cost  the  board  $15.12  each  and  were 
sold  for  ^8,  less  a  commission  of  10  cents  each. 

Also  1,000  chief  petty  officers'  hats,  which  cost  the  board  $2  each, 
and  were  sold  for  40  cents  each,  less  a  conamission  of  2^  cents. 

Also  100  chief  petty  officers'  overcoats,  which  cost  the  board  $19.62, 
and  were  sold  for  $10  each,  less  a  commission  of  10  cents  each. 

Also  50  constructor's  coats,  which  cost  the  board  $14.50,  and  were 
sold  for  $6.50,  less  a  commision  of  5  cents  each. 
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Also  50  constructor's  trousers,  which  cost  the  board  $8.50,  and 
were  sold  for  $4.50,  less  a  commission  of  10  cents  each. 

Also  100  black  silk  neckerchiefs,  which  cost  the  board  $1.50  each, 
and  were  sold  for  85  cents  each. 

Also  2,000  chambray  shirts  which  cost  the  board  91  cents  each  and 
were  sold  for  $5.75  a  dozen.  There  was  no  commission  allowed  there. 

The  total  valuation  was — I  was  wrong  in  stating  that  it  was 
approximately  $400,000.  It  was  $244,312.23,  at  the  exact  cost  in  1917 
in  thousand  lots,'  and  the  shipping  board  netted  $80,681.79. 

Here  is  the  telegram  on  the  subject  that  I  received.  (Which  tele- 
gram was  handed  to  the  chairman  and  returned  to  the  witness.) 

The  Chairman.  Was  this  sale  brought  about  by  reason  of  the 
discontinuance  of  the  recruitii^  service? 

Mr.  Baker.  They  had  not  discontinued.  They  had  simply  trans- 
ferred  

The  Chairman  (interposing).  Then  it  was  not  brought  about 
by  a  discontinuance  of  the  recruiting  service. 
Mr.  Baker.  I  can  not  say  that  it  was;  no,  sir. 

The  Chairman.  Is  the  recruiting  service  being  maintained  up  in 
Boston  now? 
Mr.  Baker.  No,  sir. 

The  Chaiilman.  Does  the  Shipping  Board  or  the  Fleet  Corpora- 
tion have  a  recruiting  service  ? 

Mr.  Baker.  They  have  it  up  to  the  present  time  in  Norfolk.  Prior 
to  that  time  the  headquarters  were  in  Boston. 

The  Cbcairman.  Prior  to  what  time  ? 

Mr.  Baker.  Prior  to  that  sale.   This  sale  was  in  December,  1919. 
The  Chairman.  Prior  to  that  time  the  recruiting  service  was  in 
Boston  ? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  there  also  at  that  time  one  in  Norfolk? 

Mr.  Baker.  Yes;  as  a  branch  of  the  Boston  office.  They  had 
branches  all  over  the  country. 

The  Chairman.  How  soon  after  the  sale  did  the  recruiting  office 
in  Boston  close? 

M^.  Baker.  Except  for  the  accounting  of  it  it  was  all  closed 
at  that  time.  Director  Howard  having  resigned,  and  all  the  activities 
had  been  transferred  to  Norfolk  at  the  time  of  the  sale.  A  great 
supply  of  clothing  was  taken  from  Boston  to  Norfolk  on  one  of 
their  own  boats. 

The  Chairman.  Have  you  had  any  occasion  to  look  into  the  mat- 
ter of  the  surveys  that  had  been  made  prior  to  repairs  taking  place 
on  ships? 

Mr.  JBaker.  Yes,  sir. 

The  Chairman.  Where? 

Mr.  Baker.  In  the  New  England  district  I  had  been  quite  inter- 
ested in  that  on  account  of  repair  bills  being  audited  by  my  repair 
cost  auditing  department.  I  had  found  that  under  the  contract  ex- 
isting with  the  American — forget  the  exact  title  of  that. 

The  Chairman.  The  American  Bureau  of  Survey? 

Mr.  Baker.  The  modem  contract  is  the  way  I  always  referred 
to  it. 

The  Chairman.  The  Martin-Gardner  agreement,  do  you  mean? 
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Mr.  Baker.  Yes,  sir.  I  found  that  at  the  beginning  of  that 
contract  work  was  not  being  checked  by  the  Martin-Garner  inter- 
ests as  was  anticipated  by  the  contract.  The  district  comptrollers 
were  instructed  not  to  check  repairs  handled  by  them. 

The  Chairman.  Handled  by  who? 

Mr.  Baker.  The  Martin-Gardner  contract.  For  a  short  time  we 
discontinued  checking  repairs  which  were  handled  under  that  con- 
tract. But  there  came  to  our  notice  immediately  the  fact  that 
charges  were  exorbitant.  We  then  immediately  began  to  check. 
We  found  that  bills  that  had  been  approved  for  repairs,  after 
being  checked  and  audited,  were  reduced  25  per  cent.  Therefore 
we  have  continued  to  check  them  up  to  .this  day,  arid  we  are  con- 
tinually reducing  the  bills.  The  representative  of  Mr.  Martin  and 
Mr.  Gardner  now  request  us  to  check  bills  before  we  approve 
them,  inasmuch  as  there  have  befen  several  reductions  on  prior  bills 
which  they  have  ap^oved. 

The  Chairman.  What  has  that  all  got  to  do  with  improper 
surveys  ? 

Mr.  Baker.  Under  the  Martin-Gardner  contract  they  are  sup- 

?osed  to  survey  a  boat  when  a  managing  agent  requests  repairs, 
'here  have  been  numerous  cases  of  boats  in  Portland,  of  which 
we  have  had  many  this  year,  where  a  master  would  telephone  to 
his  mana^ng  agent  in  Boston,  from  Portland,  requesting  certain 
repairs.  The  managing  agent  would  ring  up  Mr.  Murphy,  the 
representative  of  Martin-Gardner,  and  advise  him  that  repairs  were 
necessary.  Mr.  Murphy  was  supposed  to  make  a  survey.  But  in- 
stead of  making  a  survey  Mr.  Murphy  would  telephone  to  the  cap- 
tain or  the  chief  engineer,  or  the  steward,  whichever  it  happened 
to  be — I  meant  to  say  he  would  telephone  to  the  managing  agent 
in  Boston  and  request  the  managing  agent  to  have  the  captain  or 
the  chief  engineer  or  the  steward  get  bids  in  Portland,  which  would 
be  done,  and  telephone  the  bids  back  to  the  managing  agent  in  Bos- 
ton, who  would  in  turn  telephone  them  to  Mr.  Imirpny.  Mr.  Mur- 
phy would  then  advise  him  to  go  ahead  with  the  work.  That 
contract  calls  for  a  fee  of  from  $50  to  $250  for  Mr.  Murphy's  work 
in  such  a  case.  Mr.  Murphy  was  supposed  to  have  made  a  survey 
beforehand,  and  also  a  survey  to  see  that  the  work  had  been  done. 
But  after  the  work  was  done  the  master  would  telephone  to  his 
managing  agent  and  the  managing  agent  would  telephone  to  Mr. 
Murphy  that  it  had  been  completed  satisfactorily. 

The  Chairman.  Mr.  Murphy  represents  the  United  States  Bureau 
of  Survey? 

Mr.  Baker.   Yes,  sir. 

The  Chairman.  Does  he  have  an  office  with  the  Shipping  Board 
people  up  there  ? 

.  Mr.  Baker.  No,  sir ;  he  has  a  separate  office. 

The  Chairman.  Do  you  know  of  several  instances  like  that  ? 

Mr.  Baker.  There  are  several ;  yes,  sir. 

The  Chairman.  That  you  yourself  know  of? 

Mr.  Baker.  That  I  have  been  told  about  by  the  construction  and 
repair  department  and  by  managing  agents.  We  have  also  called 
it  to  the  attention  of  Admiral  Benson  in  our  weekly  

The  Chairman  (interposing).  Did  you  ever  call  it  to  the  atten- 
tion of  Mr.  Murphy? 
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Mr.  Baker.  No,  sir ;  I  never  have. 

The  Chairman.  Did  you  ever  attempt  «to  verify  it  by  asking  him 
if  that  was  so,  if  he  had  made  a  survey  ? 

*  Mr.  Baker.  Personally,  no ;  but  the  head  of  the  construction  and 
repair  department  states  that  he  has  done  so. 

The  Chairmai^.  Do  you  have  anything  to  do  with  any  of  the  in- 
spectors or  checkers  up  there? 

Mr.  Baker.  The  checkers  all  come  under  my  jurisdiction  for  the 
whole  of  the  New  England  district. 

The  Chairman.  How  many  dieckers  do  you  have  under  your  juris- 
diction now  ? 

Mr.  Baker.  At  the  present  I  have  19.   The  number  has  been  as 
high  as  68  I  believe. 
The  Chairman.  What  pay»do  these  checkers  get? 
Mr.  Baker.  $1,560  to  $1,800  and  the  chief  checker  gets  $2,400. 
The  Chairman.  The' chief  checker  gets  $2,400? 
Mr.  Baker.  Yes,  sir. 

The  Chairiman.  They  check  time  and  material  do  they  ? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  What  do  they  do  when  there  is  no  repair  work 
going  on? 

Mr.  Baker.  Generally  speaking  we  take  time  off  for  the  overtime 
which  they  have  worked,  and  which  has  always  been  more  in  excess 
that  what  has  been  given  them.  They  always  have  time  coming  to 
them  on  account  of  the  fact  that  my  force  was  not  sufficiently  large 
to  cover  the  district  during  the  summer  months.  Therefore  they  had 
to  work  overtime  and  double  time,  for  which  they  only  got  straight 
time. 

The  Chairman.  How  many  checkers  do  you  put  upon  a  vessel 
that  is  being  repaired? 


The  Chairman.  Does  he  take  care  of  both  labor  and  material? 

Mr.  Baker.  Yes,  sir ;  and  sometimes  one  man  to  two  or  three  boats, 
depending  upon  the  conditions  in  the  yards. 

The  Chairman.  Have  you  had  any  instances  of  undue  delay  in 
the  making  of  repairs  or  the  dry  docking  of  vessels  up  there,  or 
improper  materials  being  sent  aboard,  or  of  excessive  charges  foi* 
overtime,  or  charging  for  more  men  than  were  actually  present,  or 
cases  such  as  that  ? 

Mr.  Baker.  My  total  repair  bills  for  the  year  were  reduced  9  per 
cent.    That  is  the  best  answer  I  can  give  you  on  that. 

The  Chairman.  What  brought  about  the  reduction? 

Mr.  Baker.  Just  such  instances  as  you  have  asked  me  about.  Every 
one  of  them  has  been  effective  in  the  Boston  district. 

The  Chairman.  Is  there  room  for  further  reduction,  would  you 
say? 

Mr.  Baker.  Not  on  the  bills  that  have  been  passed.  I  do  not  think' 
there  was  a  cent  more  than  was  due  by  the  board. 

The  Chairman.  Was  this  discovered  before  the  bills  were  paid? 

Mr.  Baker.  Yes ;  discovered  before  the  work  was  done. 

The  Chairman.  You  say  that  in  Boston  they  de  not  purchase  very- 
much  bunker  coal  ? 

Mr.  Baker.  Very  little. 

The  Chairman.  How  about  engine  room  supplies? 
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Mr.  Baker.  There  are  some  of  those  purchased  there.  They  have 
been  purchased  mostly  through  ship  chandlers,  but  we  are  discourag- 
ing that  r^rocedure 

The  Chairman.  Is  there  a  warehouse  in  Boston  or  in  that  vicinity 
where  the  Shipping  Board  has  material  ? 

Mr.  Baker.  Only  the  surplus  materials  which  they  are  not  using, 
no  live  materials  such  as  were  kept  in  Hoboken. 

The  Chairman.  Is  there  any  material  left  in  that  warehouse? 

Mr.  Baker,  hot  new,  we  have  some  seccmdhand,  which  is  prac- 
tically scrap  or  a  little  better  than  scrap. 

The  Chairman.  Have  you  sold  any  junk  up  there? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  has  that  been  disposed  of? 
Mr.  Baker.  By  competitive  bidding. 
The  Chairman.  Real  bidding? 

Mr.  Baker.  Absolutely.  I  think  we  have  had  as  high  as  nine  bid- 
ders, and  the  bids  were"  opened  right  before  them  all.  A  certified 
check  is  put  up  before  the  goods  are  delivered. 

The  Chairman.  Do  you  know  how  much  junk  you  have  disposed  of 
up  there? 

Mr.  Baker.  Comparatively  a  small  amount.  I  think  it  does  not 
run  over  $1,000  or  $1,500  a  month.  That  at  the  present  time  is  being 
handled  entirely  by  the  supply  and  sales  division. 

The  Chairman.  Does  the  accounting  for  it  go  through  your  office  ? 

Mr.  Baker.  No,  sir ;  or  only  so  far  as  certifying  such  scrap  mate- 
rial over  to  the  supply  and  sales  division  is  concerned. 

The  Chairman.  When  it  is  certified  it  shows  on  your  books? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  But  when  it  is  sold  the  proceeds  do  not  show? 
Mr.  Baker.  No,  sir ;  that  comes  through  the  construction  division 
in  New  York. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  Mr.  BaKer,  you  spoke  on  yesterday  about — Mr.  Twee- 
dale,  is  it? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  What  is  his  position? 

Mr.  Baker.  General  comptroller. 

Mr.  Foster.  What  was  it  he  told  you  about  testifying  before  this 
committee,  just  in  substance? 

Mr.  Baker.  He  advised  that  he  would  like  to  have  questions  of 
policies  or  opinions  given  by  the  general  office. 

Mr.  Foster.  Where  did  he  get  his  information  from  to  issue  those 
instructions  to  you,  if  from  any  person? 


Mr.  Foster.  Did  he  have  any  communication  from  Admiral  Ben- 
son on  that  point,  or  do  you  know  ? 


Mr.  Foster.  Have  you  heard  of  such  instructions  having  been 
given  by  Admiral  Benson  to  him  ?  In  your  position  had  word  come 
to  you,  or  information  or  suggestion,  that  Admiral  Benson  had  some- 
thing to  do  with  those  instructions? 

Baker.  I  could  not  say  that  I  have  heard  that. 
Mr.  Foster.  You  never  heard  it  intimated  until  I  just  now  spoke 
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Mr.  Baker.  I  have  heard  it  intimated,  but  

Mr.  Foster  (interposing).  I  did  not  ask  if  you  had  proof  of  it, 
but  wanted  to  know  what  you  knew  about  it.  What  is  your  position 
there  now  ? 

Mr.  Baker.  District  comptroller. 

Mr.  Foster.  Well,  while  you  have  held  that  position  have  not  you 
heard  that  Mr.  Tweedale  issued  those  instructions  or  suggestions  to 
you  by  reason  of  instruction  to  him  from  Admiral  Benson,  instruc- 
tions from  Admiral  Benson  to  him  along  that  line ;  has  not  that  been 
the  general  talk? 

Mr.  Baker.  Why,  I  have  talked  it  over  only  with  Mr.  Tweedale 
and  Mr.  Bidwell. 

Mr.  Foster.  Well,  in  those  talks  was  Admiral  Benson's  name 
brought  in  in  any  way  in  connection  with  such  suggestion  as  to  testi- 
mony before  this  committee,  or  do  you  feel  in  a  position  where  you 
would  rather  not  discuss  that  here  ? 

Mr.  Baker.  I  will  give  you  the  truth  of  the  matter  if  I  can  truth- 
fully state  it. 


Mr.  Baker.  It  was  back  in  December  when  I  received  instructions, 
and  I  am  really  a  little  hazy  on  the  exact  conversation. 
Mr.  Foster.  How  did  you  receive  the  instructions,  Mr.  Baker? 
Mr.  Baker.  Over  the  telephone  in  this  hotel  from  Mr.  Tweedale. 
Mr.  Foster.  At  any  time,  then  or  since,  have  you  received  any- 
thing in  writing  concerning  it? 
Mr.  Baker.  No,  sir. 

Mr.  Foster.  Were  you  here  as  a  witness  then? 
Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Did  you  call  him  or  did  he  call  you  ? 
Mr.  Baker.  He  called  me. 

Mr.  Foster.  Who  placed  him  in  the  position  he  then  occupied,  Mr. 
Tweedale,  who  employed  him  ? 
Mr.  Baker.  I  could  not  tell  you. 
Mr.  Foster.  I  mean  who  was  his  superior  ? 
Mr.  Baker.  Admiral  Benson. 

Mr.  Foster.  How  many  years  experience  have  you  had  that  would 
tend  to  qualify  you  to  know  the  duties  devolving  upon  you  by  virtue 
of  the  position  you  then  occupied? 

Mr.  JBaker.  Well,  I  have  been  in  the  accounting  field  since  1896, 
and  have  held  several  positions. 

Mr.  Foster.  And  continuously  since  then  your  employment  has 
been  such  as  would  tend  to  qualify  you  to  pass  judgment  upon 
matters  of  this  nature? 

Mr.  Baker.  Well,  possibly  not  in  the  Shipping  Board.  I  mean  to 
say  that  I  have  only  had  three  years'  experience  in  the  Shipping 
Board. 

Mr.  Foster.  But  your  other  experience  has  been  such  as  to  qualify 
/ou  to  testify  on  questions  that  come  up,  would  it  ? 

Mr.  Baker.  Well,  as  to  general  executive  questions  I  should  say 
yes. 

'Mr.  Foster.  For  my  information,  what  had  Mr.  Tweedale's  busi- 
ness been  prior  to  assuming  the  present  position,  do  you  understand  ? 
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Mr.  Baker.  I  understand  he  had  been  auditor  of  the  District  of 
Columbia  for  a  number  of  years  and  that  he  held  various  other  posi- 
tions while  in  Washington. 

Mr.  Foster.  Can  you  think  of  any  reason  why  this  committee,  if 
it  cared  to  avail  itself  of  your  opinions  or  judgment  concerning  mat- 
ters that  might  affect  the  orderly  maimer  in  which  the  Government 
should  have  its  money  expended,  should  not  have  that  information 
from  you? 

Mr.  Baker.  Why,  I  understood  the  Admiral  wished  all  employees 
to  give  their  entire  support  to  this  committee. 
Mr.  Foster.  And  by  the  "Admiral "  you  mean  who  ? 
Mr.  Baker.  Admiral  Benson. 

Mr.  FosTEfi.  Do  you  know  of  any  reason  why  Mr.  Tweedale  should 
want  to  run  counter  to  that  wish  ot  the  Admiral's? 

Mr.  Baker.  Only  possibly  to  curb  his  men  in  giving  of  opinions 
which  might  interfere  with  the  opinions  prevalent  in  the  general 
office  on  account  of  information  that  subordinates  might  not  have. 

Mr.  Foster.  This  committee,  coming  from  the  Congress  which  pro- 
vides the  funds  that  are  spent  imder^the  direction  of  these  different 
boards,  there  is  no  reason  why  we  should  not,  if  we  cared  to,  have 
perfectly  free  testimony  from  people  in  positions  such  as  yours 
concerning  policies,  or  your  judgment  as  to  how  the  books  should  be 
kept,  or  how  money  should  be  expended,  or  what  system  should  be 
adopted,  is  there?  There  is  nothing  wrong  with  that,  is  there,  that 
you  can  see? 

Mr.  Baker.  Not  a  particle. 

Mr.  Foster.  Did  you  ever,  at  that  time  in  your  conversation  with 
Mr.  Tweedale,  or  since,  hear  any  reason  assigned  by  him  that  ap- 
pealed to  your  good  judgment,  as  to  why  we  should  not  ask  you 
about  these  matters?    We  can  ask  you  your  judgment  there,  can't  we? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Or  why  this  committee  should  not  go  into  any  mat- 
ter with  you,  or  why  that  would  interfere  with  the  service  under 
Mr.  Tweedale? 

Mr.  Baker.  I  can  not  see  any  reason,  personally. 

Mr.  Foster.  That  is  all.  ^ 

The  Chairman.  Mr.  Steele,  any  questions? 

Mr.  Steele.  Mr.  Baker,  you  stated  a  moment  ago  that  you  were 
somewhat  hazy  about  the  exact  conversation  you  had  with  Mr. 
Tweedale  over  the  phone.  Can  you  give  us  your  best  recollection 
as  to  the  exact  phrasecdogy  of  that  conversation? 

Mr.  Baker.  It  was  very  short   I  was  simply  advised  

Mr.  Steele  (interposing).  Just  give  his  conversation  so  that  we 
may  interpret  it. 

Mr.  Baker.  He  simply  told  me  to  refrain  from  giving  opinions, 
or  answering  questions  of  policies  which  would  rest  with  Wash- 
ington. 

Mr.  Steele.  Did  you  understand  that  to  means  to  absolutely  re- 
frain if  questions  were  asked  you,  or  from  volunteering  opinions. 

Mr.  Baker.  Why,  when  I  am  told  to  refrain  from  giving  opinions 
I  should  say  it  meant  all. 

Mr.  Steele.  That  was  your  interpretation  of  it? 

Mr.  Baker.  Yes,  sir. 
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Mr.  Steele.  Those  opinions  you  understood  to  refer  to  questions 
of  policies  that  had  been  fixed  by  the  Shipping  Board? 
Mr.  Baker.  Not  all,  no. 
Mr.  Steele.  Well,  what? 

Mr.  Baker.  My  opinions  as  to  questions  other  than  policies. 

Mr.  Steele.  Did  he  say  that?  I  understood  you  to  use  the  words 
"  policies  of  the  board." 

Mr.  Baker.  Opinions  or  policies. 

Mr.  Steele.  Opinions  or  policies  of  the  board? 

Mr.  Baker.  Opinions  of  my  own,  are  those  which  I  might  have 
formed  on  any  question  which  would  involve  the  policy  of  the 
board. 

Mr.  Steele.  Then  you  understood  it  to  be  practically  a  prohibi- 
tion against  you  giving  any  opinions  at  all  ? 
Mr.  Baker.  I  should  say  so. 
Mr.  Steele.  Any  opinions  at  all? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Did  he  say  anything  with  reference  to  any  testimony 
that  you  might  give  in  regard  to  facts  that  have  come  to  your  knowl- 
edge, with  reference  to  this  investigatioH? 

Mr.  Baker.  No,  sir.    I  was  tol4  to  give  you  all  the  facts. 

Mr.  Foster.  Mr.  Steele,  may  1  ask  a  question  right  there  that  I 
overlooked? 

Mr.  Steele.  Certainly. 

Mr.  Foster.  Mr.  Baker,  on  yesterday,  in  answering  a  question  by 
our  chairman  I  understood  you  to  say  that  you  had  givm  some 
opinions  as  to  the  proper  policy  to  pursue  concerning  duties  incident 
to  your  office  and  which  had  been  adopted  by  Mr.  Tweedale  and  is- 
sued in  the  form  of  instructions  or  orders,  is  that  so? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Would  your  instructions  as  you  interpreted  them 
from  Mr.  Tweedale  prevent  you  from  rendering  to  this  committee- 
similar  service,  giving  to  this  committee  opinions  similar  to  those 
which  had  been  given  to  your  superior  and  adopted?  Would  those 
instructions  prevent  you  irom  giving  us  that  sort  of  opinion? 

Mr.  Baker.  I  would  say  that  .from  his  instructions  here  I  would 
refrain  from  giving  any  opinions,  all  opinions. 

Mr.  Foster.  Can  you  now  think  of  any  reason  why  this  committee 
should  not  have  the  benefit  of  siinilar  opinions  entertained  by  you 
as  the  result  of  your  experience,  if  such  opinions  have  been  adopted 
by  your  superiors  and  put  into  eflFect  by  the  issuance  of  general 
orders?  Can  you  see  anything  wrong  in  tins  committee  having  ac- 
cess to  such  opinions  as  you  may  have?  Can  you  see  anything  that 
would  interfere  with  the  service  if  this  committee  should  have  opin- 
ions from  you? 

Mr.  Bab^jr.  Possibly  Mr.  Tweedale  would  like  to  have  them  before 
him. 

Mr.  Foster.  For  his  benefit  in  issuing  general  orders? 
Mr.  Baker.  Yes,  sir. 
Mr.  Foster.  That  is  all. 

Mr.  Steele.  Your  interpretation  of  his  directions  to  you  was  that . 
it  included  policies  and  opinions? 
Mr.  Baker.  Yes,  sir. 
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Mr.  Steele.  Not  opinions  upon  the  policies  but  opinions  generally  ? 
Mr.  Baker.  Opinions  on  everything. 
Mr.  Steele.  Opinions  on  everything? 

Mr.  Baker.  Yes,  sir;  on  policies  as  well  as  on  other  questions. 

Mr.  Steele.  How  many  persons  are  there  in  the  Shipping  Board 
who  occupy  the  same  position  that  you  do  ? 

Mr.  Baker.  There  is  one  each  at  Boston,  New  York,  Baltimore, 
Philadelphia,  Norfolk,  New  Orleans,  and  San  Francisco;  there  are 
seven  of  us. 

Mr.  Steele.  Are  opinions  invited  by  the  Shipping  Board  from 
all  those  as  to  policies  of  the  Shipping  Board  before  they  are  pro- 
mulgated? 

Mr,  Baker.  Do  you  mean  by  the  general  comptroller? 

Mr.  Steele.  Yes. 

Mr.  Baker.  Yes,  sir. 

Mr  Steele.  They  are  invited  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  sometimes  adopted? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  You  understood  that  the  general  policy  of  the  Ship- 
ping Board  was  that  you  were  to  ^pear  before  this  committee  and 
give  it  whatever  help  you  could  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  On  yesterday  you  referred  to  excessive  charges  in 
New  York  during  the  war?  " 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Were  those  charges  different  from  what  were  charged 
to  private  shipowners  for  similar  service? 

Mr.  Baker.  They  were  higher  than  had  been  charged  previous  to 
the  conference  of  the  American  Steamship  Association  and  the  then 
general  comptroller,  W.  L.  Soleau,  which  meeting  was  just  prior  to 
the  time  I  speak  of. 

Mr.  Steele.  Yes ;  that  was  prior. 

Mr.  Baker.  Yes,  sir.  ^ 

Mr.'  Steele.  At  the  time  the  charges  were  made  I  want  to  know 
whether  they  were  higher  than  charges  to  private  shipowners  for 
similar  service  ? 

Mr.  Baker.  I  do  not  know  that  I  can  answer  that  question  be- 
cause I  am  not  entirely  familiar  with  charges  to  private  owners,  at 
that  time. 

Mr.  Steele.  During  the  war  everything  relating  to  shipping  was 
on  a  very  high  basis  ? 
Mr.  Baker.  Yes;  extremely  so. 
Mr.  Steele.  Rates  and  all  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  You  also  referred  on  vesterday  to  the  charge  for  oil 
by  the  Bhie  Star  Co ,  of  Philadelphia  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Was  there  any  reimbursement  to  the  Government  for 
that  excessive  charge  ? 

Mr.  Baker.  The  Government  has  rendered  its  check  to  the  Blue 
Star  Navigation  Co.,  through  the  managing  agent,  John  S.  Emery 
Co.,  but  that  has  never  been  finally  settled.  There  is  a  refund  coming 


3606 


SHIPPING  BaABD  OPERATIONS. 


from  that  check  of  twenty  odd  thousand  dollars,  because  the  boat  did 
not  take  the  exact  amount  of  oil  covered  in  that  check.  And  the 
Blue  Star  Navigation  Co.  is  supposed  to  return  a  very, small  por- 
tion of  it.  We' have  not  passed  the  charge  in  my  office,  you  under- 
stand for  this  oil.  In  auditing  the  account  I  ran  onto  this  charge 
and  immediately  got  in  touch  with  our  managing  agent,  demand- 
ing his  entire  file  on  the  subject.  I  have  had  that  file  sent  to 
our  general  comptroller  for  him  to  do  as  he  sees  fit  in  the  absence 
of  an  investigation  department  in  my  district.  I  understand  now 
that  he  is  investigating  the  charge  and  will  advise  me  the  outcome 
of  the  whole  thing  as  soon  as  he  finds  out. 

Mr.  Steele.  When  was  this  charge  made  ? 

Mr.  Baker.  About  three  months  ago. 

Mr.  Steele.  About  three  months  ago? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  the  matter  is  now  under  investigation? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  So  that  the  question  of  whether  that  excess  charge  will 
be  allowed  to  stand  is  still  an  open  matter  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Have  you  called  the  attention  of  the  investigation  de- 
partment at  Washington  to  the  matter? 
Mr.  Baker.  No.  sir. 
Mr.  Steele.  Wny  not? 

Mr.  Baker.  Because  I  have  had  a  great  deal  of  experience  with  the 
investigation  department,  and  have  turned  over  many  cases  to  the 
investigation  department,  and  have  not  had  very  good  results  so 
far.  Now,  I  have  changed  my  method  of  procedure  and  am  sending 
them  to  my  chief  for  him  to  handle  in  whichever  way  he  sees  fit. 

Mr.  Steele.  Then  do  I  imderstand  you  to  question  the  efficiency 
of  the  investigation  department  of  the  Shipping  Board  ? 

Mr.  Baker.  Not  the  investigation  department  as  a  department, 
but  as  a  department  to  get  results  from  investingation. 

Mr.  Steele.  Do  you  mean  to  say  that  it  is  inefficient  as  to  getting 
results? 

Mr.  Baker.  Yes,  sir;  very. 

Mr. -Steele.  It  is  very  inefficient? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  That  has  been  your  experience,  has  it  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  How  extensive  has  been  your  experience  in  that 
direction  ? 

Mr.  Baker.  In  New  York  I  think  perhaps  I  was  either  the  origi- 
nator or  gave  considerable  information  on  at  least  75  per  cent  of 
their  entire  operations.  In  New  Orleans  I  could  not  say  how  many 
cases  I  had,  but  we  kept  in  very  close  touch  with  the  investigation 
department,  and  I  turned  over  many  cases  to  them  there. 

Mr.  Steele.  Then  New  York  furnished  the  greater  proportion  of 
the  cases  to  the  bureau  of  investigations? 

Mr.  Baker.  I  think  they  furnished  a  large  percentage  of  them, 
yes,  sir. 

Mr.  Steele.  And  you  furnished  the  information  in  the  Boston 
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Mr.  Baker.  Yes,  sir ;  I  have  even  called  for  representatives  from 
Philadelphia  and  Washington,  and  they  would  come  over  and  in- 
vestigate certain  charges  and  go  back,  and  that  was  the  end  of  it. 

Mr.  Steele.  You  also  furnished  a  large  number  of  cases  from 
the  New  Orleans  district? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  I  understand  that  the  bureau  has  investigated  about 
2,400  cases.  Am  I  to  understand  you  as  saying  that  you  furnished 
information  in  about  75  per  cent  of  those  cases? 

Mr.  Baker.  No;  but  while  in  New  York,  as  I  was  told  by  Mr. 
Frederick  A.  Dowsey,  now  deceased,  who  was  in  charge  at  that 
time,  about  75  per  cent  of  his  information  came  through  the  district 
auditor's  office  m  New  York. 

Mr.  Stjeele.  Can  you  give  us  approximately  the  total  number  of 
cases  that  you  furnished  information  to  him  about  there.  I  want 
to  get  the  extent  of  your  experience  ? 

Mr.  Baker.  It  is  m  the  hundreds,  but  I  could  not  give  you  the 
number. 

Mr.  Steele.  You  could  not  fix  it  approximately  even  ? 

Mr.  Baker.  No;  because  I  had  a  continual  line  of  investigators, 
not  only  from  Mr.  Dowsey's  department,  but  from  the  Naval  Intelli- 
gence, and  from  the  United  States  Secret  Service,  and  from  the 
Army  Intelligence,  and  from  the  Department  of  Justice,  in  my 
office  a  good  part  of  the  time  looking  up  information.  It  was  my 
duty  to  confer  with  those  people  and  see  that  they  were  getting 
correct  information  and  to  assist  them  in  every  way  that  I  could. 
That  was  during  the  war. 

Mr.  Steele.  Investigators  seemed  to  be  pretty  busy  then  ? 

Mr.  Baker.  It  seemed  to  be  their  headquarters;  yes,  sir. 

Mr.  Steele.  Your  objection  is  to  lack  oi  results? 

Mr.  Baker.  Precisely. 

Mr.  Steele.  Do  you  know  in  what  proportion  of  the  cases  you 
called  to  their  attention  there  was  lack  of  results  ? 
Mr.  Baker.  No  ;  I  do  not. 

Mr.  Steele.  Didn't  you  follow  them  up  after  you  gare  them  the 
information  ? 

Mr.  Baker.  I  followed  a  great  many  of  them  and  tried  to  get 
something  through.  I  have  heard  that  many,  many  cases  had  been 
stopped  somehow  or  other. 

Mr.  Steele.  I  did  not  ask  what  you  have  heard  because  hearsay  is 
not  material  to  this  committee. 

Mr.  Baker.  No;  what  Mr.  Dowsey  had  told  me. 

Mr.  Steele.  We  would  like  to  have  your  own  information. 

Mr.  Baker.  Mr.  Dowsey  of  the  investigation  department  had 
informed  me  that  certain  cases  would  not  be  tried  at  the  time  or 
could  not  be  handled. 

Mr.  Steele.  Did  he  give  you  the  reason  ? 

Mr.  Baker.  Why,  at  that  time,  yes — that  he  presented  them  to 
the  district  attorney  and  to  the  Department  of  Justice,  and  that 
they  could  not  be  handled  at  that  time  on  account  of  pressure  of 
business. 

Mr.  Steele.  And  the  bureau  of  investigation  at  Washington  could 
not  have  done  more  than  hand  the  information  over  to  the  Depart- 
ment of  Justice,  so  far  as  producing  results  was  concerned,  could  it? 
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Mr.  Baker.  Yes,  sir;  that  was  done  in  some  cases,  and  I  have 
had  a  special  assistant  from  the  Department  of  Justice  come  to 
New  York  to  interview  me  finally  in  some  of  these  questions. 

Mr.  Steele.  Yes,  but  after  the  bureau  of  investigation  at  Wash- 
ington has  investigated  a  case  and  handed  it  over  to  the  Depart- 
ment of  Justice,  isn't  it  then  up  to  the  Department  of  Justice  to 
prosecute  the  case  ? 

Mr.  Baker.  Precisely.  • 

Mr.  Steele.  Do  you  think  it  fair  to  charge  that  to  the  Bureau  of 
Investigation  as  any  dereliction  on  their  part  ? 

Mr.  Baker.  Well,  I  do  not  know  just  where  the  fault  lies.  I  did 
not  follow  it  on  through  the  entire  procedure,  through  the  Attorney 
General's  office  in  all  cases. 

Mr.  Steele.  Of  course  not. 

Mr.  Baker.  But  in  one  or  two  cases  I  did. 

Mr.  Steele.  I  am  only  trying  to  ascertain  the  real  efficiency  of 
the  Bureau  of  Investigation  at  Washington  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  acccording  to  your  statement  they  investigated 
and  gathered  together  proof  and  handed  it  over  to  the  Department 
of  Justice.  Then  further  proceedings  were  up  to  the  Department  of 
Justice? 

Mr.  Baker.  It  seems  to  me  it  was.  In  one  case  in  particular — — 
Mr.  'Steele  (interposing).  Referring  to  this  sale  of  clothing  in 
Boston,  which  you  just  referred  to :  The  actual  cost  of  the  clothing, 
as  I  understood  you  from  your  later  testimony,  was  something  like 
$244,000,  instead  of  $400,000,  which  was  the  figute  you  originally 
gave. 

Mr.  Baker.  Yes,  sir.  Four  hundred  thousand  dollars  represented 
the  cost  as  of  that  time,  which  I  had  in  mind.  The  actual  cost  was 
$244,312.23. 

Mr.  Steele.  And  the  amount  realized  was  slightly  in  excess  of 
$80,000? 

Mr.  Baker.  Yes;  is  was  $80,681.79. 

Mr.  Steele.  So  that  the  board  realized  about  one-third  of  its 
ori^nalcost? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  This  clothing  was  bought  you  say  in  1917  and  was 
disposed  of  in  December,  1919. 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Was  it  purchased  in  wholesale  lots  from  th6  manu- 
facturers or  how  ? 

Mr.  Baker.  Some  of  it  was  and  some  of  it  was  purchased  in  the 
cloth  and  contracts  made  for  making  it  up. 

Mr.  Steele.  Some  of  it  had  been  made  up  under  Government  di- 
rection ? 

Mr.  Baker.  Yes,  sir;  or  under  the  directions  of  the  recruiting 
service. 

Mr.  Steele.  Did  the  cost  of  making  it  up  at  that  time  enter  into 
the  total  which  you  have  named  here? 
Mr.  Baker.  That  was  the  total. 

Mr.  'Steele.  That  represents  the  cost  of  the  material  as  well  as 
the  cost  of  manufacture  ? 
Mr.  Baker.  Yes,  sir. 
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Mr.  Steele.  In  1919  the  Government  had  no  further  use  for  this 
material,  I  suppose? 
Mr.  Baker.  That  is  what  Capt.  Hibbard  said. 
Mr.  Steele.  Who  was  Capt.  Hibbard? 

Mr.  Baker.  He  was  representative  of  the  recruiting  service  after 
Mr.  Howard  resigned  as  director. 

Mr.  Steele.  Had  he  been  a  captain  in  the  army  or  navy? 

Mr.  Baker.  I  believe  he  was  a  captain  on  a  boat  for  a  good  many 
years  before  he  went  into  the  recruiting  service. 

Mr.  Steele.  Was  he  a  regular  employee  of  the  Shipping  Board? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  For  that  purpose? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Was  he  stationed  at  Boston! 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  What  were  his  duties? 

Mr.  Baker.  That  I  could  not  tell  you.  I  am  not  familiar  with 
them. 

Mr.  Steele.  But  he  had  charge  of  this  particular  matter. 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Was  it  a  part  of  his  duty  to  dispose  of  surplus  ma- 
terial? 

Mr.  Baker.  In  this  particular  lot,  j^es,  under  a  personal  letter  from 
Judge  Payne,  which  I  saw  before  going  ahead  with  the  sale. 

]Vir.  Steele.  It  was  disposed  of  as  a  whole,  as  I  understood  you 
to  say? 

Mr.  Baker.  Yes. 

Mr.  S™ele.  Was  there  any  advantage  in  selling  it  as  a  whole  or 
in  splitting  it  up  ? 

Mr.  Baker.  I  do  not  know.  Those  arrangements  were  made  with 
Capt.  Hibbard  before  I  had  to  do  with  the  matter. 

Mr.  Steele.  Well,  it  was  quite  a  large  quantity  of  clothing. 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  what  I  wanted  to  know  was  whether  from  your 
knowledge  of  the  situation  the  stock  of  goods,  considering  the  market 
in  Boston,  could  have  been  more  advantageously  disposed  of  by  split- 
ting it  up  than  by  selling  it  as  a  whole? 

Mr.  Baker.  Well,  I  Imow  that  about  everyone  I  

Mr.  Steele  (interposing).  I  am  asking  about  your  own  knowledge 
and  information  on  the  subject? 

Mr.  Baker.  I  felt  that  it  could  have  been  disposed  of  at  higher 
prices. 

Mr.  Steele.  You  say  you  felt  that  way.   What  reason  can  you 


Mr.  Baker.  Because  the  buyers  who  came  to  me  and  requested  an 
opportunity  to  bid  on  it  and  did  not  have  an  opportunity  gave  me 
that  impression. 

Mr.  Steele.  To  bid  on  it  as  a  whole  or  in  part? 

Mr.  Baker.  Either  way. 

Mr.  Steele.  Either  way,  did  you  say  ? 

Mr.  Baker.  They  were  willing  to  bid  on  it  as  a  whole  or  in  part. 
Mr.  Steele.  Did  you  communicate  that  fact  to  Capt.  Hibbard? 
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Mr..  Baker.  No,  sir.  I  gave  that  information  to  my  chief,  CoL 
Abadie,  in  Washington. 

Mr.  Steele.  Did  those  requests  come  to  you  before  the  actual  sale 
or  afterwards? 

Mr.  Bakbb.  Before  the  actual  delivery  and  receipt  of  the  money. 

Mr.  Steele.  Before  the  actual  delivery? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  How  about  the  time  of  sale? 

Mr.  Baker.  There  were  some  of  them  that  came  before  the  sale. 
Mr.  Steele.  Some  of  them  came  before  the  sale? 
Mr.  Baker.  Yes,  sir. 
Mr.  Steele.  How  many? 

Mr.  Baker.  Two  at  least  that  I  can  remember.   It  is  pretty  hard 
to  remember  the  exact  days  back  a  year  ago. 
Mr.  Steele.  You  did  not  communicate  that  at  once  to  Capt.  Hib-^ 


Mr.  Baker.  No,  sir.   I  had  nothing  to  do  with  Capt.  Hibbard. 
Mr.  Steele.  When  did  you  communicate  it  to  Col.  Abadie? 
Mr.  Baker.  Immediately  upon  receipt  of  the  information. 
Mr.  Steele.  Did  it  reach  him  before  the  time  of  sale,  if  you  know? 
Mr.  Baker.  I  could  not  say  as  to  that  positively.   At  any  rate  the 
information  reached  Col.  Abadie  prior  to  the  carrying  out  of  the 
sale;  that  is,  the  delivery  and  receipt  of  the  money. 

Mr.  Steele.  Yes :  but  the  Government  had  actually  sold  it  by 
contract.   Did  the  Government  retain  the  right  to  cancel  the  sale? 

Mr.  Baker.  My  imderstanding  is  that  the  board  authorized  Capt 
Hibbard  to  dispose  of  it  practically  as  he  saw  fit. 

Mr.  Steele.  Well,  then,  he  had  a  right  to  make  a  contract  of  sale 
which  would  be  binding  upon  the  Government? 

Mr.  Baker.  Yes,  sir.   The  contract  of  sale,  however,  was  simply 
advice  from  Capt.  Hibbard  to  the  Harding  Uniform  &  Regalia  Co. 
that  the  prices  as  submitted  by  them  had  been  accepted. 
Mr.  Steele.  That  constituted  the  contract? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  later  a  part  of  the  contract  was  canceled  on  ac- 
count of  Capt.  Hibbard  having  sold  more  goods  than  the  Government 
had  in  stock? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Then  he  had  exceeded  his  authority  in  doing  that? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Mr.  Baker,  as  to  the  charges  that  were  made  by  the 
representatives  of  the  Martin-Gardner  interests,  are  you  speaking 
from  your  own  knowledge  about  that  situation? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Well,  you  stated  in  answer  to  a  question  by  the  chair- 
man that  you  were  told  by  the  construction  and  repair  department, 
and  I  simply  wanted  to  know  what  you  do  know  about  that  situa- 
tion, of  your  own  knowledge,  and  what  part  of  it  was  communi- 
cated to  you  by  others? 

Mr.  Baker.  As  soon  as  I  heard  of  it  from  the  construction  and 
repair  department  I  investigated  it  in  my  department. 

Mr.  Steele.  And  confirmed  the  information  you  had  received? 
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Mr.  Baker.  Yes ;  with  the  managing  agent  and  with  Mr.  Murphy's 
office.  The  bills  for  his  services  are  paid  him  through  my  office.  I 
have  now  notified  him  that  unless  the  physical  survey  of  a  boat  is 
made  he  will  not  receive  compensation. 

Mr.  Stbei/E.  How  many  instances  of  that  kind  have  come  to  your 
notice? 

Mr.  Baker.  The  exact  number  of  them  I  do  not  know.  There 
were  

Mr.  Steele  (Interposing).  You  referred  to  bids  as  I  recollect. 

Mr.  Baker.  There  were  three  or  four  just  at  that  time,  and  there 
may  have  been  some  previous  to  that  which  I  have  not  investigated 
I  did  investigate  to  the  extent  that  I  gave  instructions  not  to  pay  any 
more  bills  unless  there  was  a  physical  survey. 

The  Chairman.  Mr.  Connally? 

Mr.  Connally.  Mr.  Baker,  with  reference  to  this,  parties  who  de- 
sired to  bid  on  this  material  at  Boston,  you  say  two  of  them  at  least 
came  to  you  and  expressed  a  desire  to  purchase  this  material  before 
the  sale  had  actually  taken  place ;  I  mean  before  the  award  had  been 
made  to  this  Eegalia  Co.  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Was  the  sale  made  on  bids? 

Mr.  Baker.  There  were  three  people  requested  by  Capt.  Hibbard  to 
submit  bids. 

Mr.  Connally.  Yes,  sir.  You  knew  of  that,  of  course,  before  the 
bids  were  awarded  ? 

Mr.  Baker.  I  did  not  know  how  many  there  were  requested.  They 
were  not  advertised  in  the  usual  governmental  methods. 

Mr.  Connally.  What  I  mean  is  you  knew  before  the  actual  award 
had  been  made  that  some  parties  had  been  invited  by  Capt.  Hibbard 
to  submit  prices? 

Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  And,  knowing  that,  when  these  two  parties  applied 
to  you  and  expressed  a  desire  to  submit  bids,  why  did  you  not  suggest 
to  them  to  go  over  to  see  Capt.  Hibbard,  who  was  right  in  Boston? 

Mr.  Baker.  At  that  time  he  was  in  Norfolk. 

Mr.  Connally.  Well,  his  office  was  in  Boston,  was  it  not  ? 

Mr.  Bake«.  No,  sir ;  not  at  that  time.  At  the  time  of  the  sale,  the 
week  of  the  sale  or  the  week  prior  to  the  sale,  he  transferred  to 
Norfolk. 

Mr.  Connally.  He  did  not  have  a  representative  there? 
Mr.  Baker.  No,  sir. 

Mr.  Connally.  Well,  why  did  you  not  tell  them,  then,  to  take  it  up 
with  Capt.  Hibbard,  at  Norfolk,  and  let  him  know  that  they  wanted 
to  submit  a  bid? 

Mr.  Baker.  They  had  already  talked  the  matter  over  with  Capt. 
Hibbard. 
Mr.  Connally.  They  had? 

Mr.  Baker.  And  they  had  been  told  that  they  would  be  advised 
when  the  bids  were  to  be  presented. 

Mr.  Connally.  How  do  you  know  they  had  already  talked  it  over 
with  Capt.  Hibbard? 

Mr.  Baker.  WeU,  they  told  me  they  had. 

Mr.  Connally.  Well,  I  want  to  know  what  you  know,  Mr.  Baker. 
Mr.  Baker.  Yes,  sir. 
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Mr.  CoNNAUiT.  But  you  did  not  communicate  at  all  with  Capt. 
Hibbard  and  tell  him  about  these  parties  that  desired  to  bid? 

Mr.  Baker.  In  one  case  I  saw  a  letter  signed  by  Capt.  Hibbard 
in  answer  to  the  request  for  an  opportunity  to  bid. 

Mr.  CoNNAMiY.  Did  they  express  to  you,  tell  you  how  much  they 
would  pay  for  these  different  articles? 

Mr.  Baker.  No. 

Mr.  CoNNALLY.  These  two  parties? 
Mr.  Baker.  No,  sir. 

Mr,  CoNNALLY.  Why,  then,  do  you  say  you  believe  that  had  they 
been  permitted  to 'bid,  the  stuff  would  have  brought  more  money? 
They  might  have  bid  imder  the  prices  at  which  it  was  awarded, 
might  they  not? 

Mr.  Baker.  They  might  have. 

Mr.  CoNNALLY.  xes;  so  it  is  just  a  matter  of  your  guess,  after  all, 
is  it  not,  about  whether  it  would  have  brought  more  or  brought  less  ? 
Mr.  Baker.  They  had  bid  higher  previously. 
Mr.  CoNNALLY.  On  what? 

Mr.  Baker.  Chief  petty  officers'  overcoats,  for  instance. 
Mr.  CoNNALLY.  Well,  had  they  gotten  them  before  on  the  higher 
bid? 

Mr.  Baker.  Yes,  sir;  $19,  $20—1  have  forgotten;  $19.62,  or  some- 
thing like  that,  that  they  had  bid  on  them,  and  the  sale  was  then 
cancelled.   This  bid  was  $10,  and  the  man  who  bid  $19  

Mr.  CoNNALLY.  What  is  this  other?  Are  you  bringing  in  another 
transaction  now  ? 

Mr.  Baker.  Previous  to  this  particular  sale  they  had  been  con- 
templating a  sale  for  some  months. 

Mr.  CoNNALLY.  Capt.  Hibbard? 

Mr.  Baker.  Yes,  sir ;  and  he  had  asked  for  some  bids,  which  had 
been  submitted  prior  to  this  time.  When  this  sale  came  on  they 
wanted  to  bid  again. 

Mr.  CoNNALLY.  Who  did ;  these  two  bidders  that  you  are  talking 
about? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  All  right. 

Mr.  Bake«.  At  that  time  they  were  not  requested  to  bid.  I  believe 
they  went  out  in  Chicago  and  got  Sears,  Eoebuck  &  Co.  and  a 
couple  of  others. 

Mr.  CoNNALLY.  They  did  not  make  any  bids,  then,  the  last  time 
at  all? 

Mr.  Baker.  No  ;  they  were  not  allowed  to.  / 

Mr.  CoNNALLY.  The  first  time,  when  they  bid  on  the  overcoats,  {did 
they  submit  a  general  bid  on  all  this  material? 

Mr.  Baker.  They  submitted  on  part  of  it,  because  all  of  it  was  not 
for  sale  at  that  previous  time ;  but  that  whole  thing  was  canceled ;  it 
was  not  sold  at  the  higher  prices. 

Mr.  CoNNALLY.  None  of  it  was  sold  to  anybody? 

Mr.  Baker.  At  that  time,  no.  Then  they  decided  to  sell  the  whole 
thing. 

Mr.  CoNNALLY.  Where  is  Capt.  Hibbard  now,  still  with  the  Ship- 
ping Board  ? 

Mr.  Baker.  No  ;  he  is  on  the  west  coast ;  I  do  not  know  what  he  is 
doing.    He  is  through  with  the  Shipping  Board,  I  understand. 
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Mr.  CoNNALLT.  You  did  not  protest  to  him  at  all  about  this 
matter? 

Mr.  Baker.  Not  to  Capt.  Hibbard ;  he  was  not  my  chief,  I  had 
nothing  to  do  with  him. 

Mr.  CoNNALLY.  You  took  it  up  with  Col.  

Mr.  Baker.  Abadie. 

Mr.  CoNNALLY.  Have  you  got  a  communication  there  in  your  files 
to  Col.  Abadie  about  that? 

Mr.  Baker.  Yes,  sir ;  many  of  them.    [Referring  to  papers.] 

Mr.  CoNNAiXY.  Plenty  of  them.  How  many  times  did  you  protest 
about  this  particular  matter? 

Mr.  Baker.  Several  times  by  telephone  and  several  times  by 
letter. 

Mr.  CoNNALLY.  Well,  we  can  not  get  the  telephones. 

Mr.  Baker:  No.  [Examining  papers.]  I  do  not  seem  to  have 
that  correspondence  here ;  I  thought  I  had  it  right  here. 

Mr.  CoNNALLY.  All  right,  if  you  have  not  got  it  here  we  will  not 
bother  with  it. 

Mr.  Baker.  That  will  show  you  [producing  telegram]  that  I  had 
been^in  conversation  with  Col.  Abadie,  and  had  objected  to  the  pro- 
cedure strenuously.  There  is  a  letter  [producing  paper]  from  the 
secretary  of  the  board  also,  showing  that  I  had  been  m  communica- 
tion with  them. 

Mr.  CoNNALLY.  Well,  all  this  shows  is  that  you  opposed  the  sale 
to  this  uniform  company,  but  there  is  nothing  here  to  show  that 
you  had  advised  that  there  were  other  bidders. 

Mr.  Baker.  No  ;  I  have  not  that  particular  letter.  That  is  just 
simply  to  show  that  there  had  been  a  controversy  over  it.  I  thought 
I  had  them  all  right  here ;  I  think  I  have  somewhere. 

Mr.  CoNNALLY.  Mr.  Baker,  where  is  this  man  Dowsey,  who  was 
chief  of  the  investigation  department  here  in  New  York,  that  you 
talked  about? 

Mr.  Baker.  He  passed  away  in  San  Francisco,  in  pursuit  of  his 
duties. 

Mr.  CoNNALLY.  How  is  that? 

Mr.  Baker.  He  passed  away  in  San  Francisco.  There  is  a  question 
as  to  whether  he  died  or  was  murdered;  there  are  opinions  on  both 
sides. 

Mr.  Foster.  Is  that  Dowsey? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  That  was  in  Seattle,  was  it  not,  Mr.  Baker? 
Mr.  Baker.  Seattle,  I  should  have  said. 

Mr.  Foster.  In  a  room  adjoining  the  offices  of  the  Shipping  Board? 
Mr.  Baker.  That  I  do  not  know. 

Mr.  CoNNALLY.  Yesterday  you  said  that  when  Mr.  Tweedale  first 
became  comptroller  general  it  was  impossible  to  get  an  answer  to  a 
letter  or  telegram.  Do  you  mean  that  it  actually  was  impossible  to 
get  a  reply  to  a  letter  or  telegram  from  that  office,  or  just  that  it  was 
delayed?    Did  you  mean  that  there  was  delay  in  getting  a  reply? 

Mr.  Baker.  Well,  Mr.  Tweedale  personally  was  not  handling  oper- 
ations when  he  first  took  that  position.  His  entire  attention  was  de- 
voted to  constructive  matters,  which  were  more  necessary  
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Mr.  CoNNALLY.  I  do  not  care  what  he  was  doing ;  I  want  to  know 
whether  or  not  your  statement  was  accurate,  that  it  was  impossible 
to  get  an  answer  to  a  letter  or  telegram? 

Mr.  Baker.  It  was;  yes,  sir. 

Mr.  Connally.  You  sent  in  letters  and  telegrams  and  never  re- 
ceived a  reply  to  them  at  all  ? 
Mr.  Bailer.  No,  sir. 

Mr.  Connally.  How  long  did  that  condition  continue? 

Mr.  Baker.  Why,  it  even  started  before  Mr.  Tweedale  went  into 
office,  and  lasted  for  several  months  after  he  was  in  office;  I  think 
way  along  into  the  middle  of  1920. 

Mr.  Connally.  Up  to  -the  middle  of  1920  did  you  not  get  any  cor- 
respondence with  the  home  office  at  all  ? 

Mr.  Baker.  Oh,  yes,  I  got  correspondence;  but  I  mean  to  say, 
it  was  almost  impossible  to  ^et  an  answer  

Mr.  Connally.  You  said  impossible. 

Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Now,  do  you  mean  impossible  or  almost  impos- 
sible ?  I  want  to  see  

Mr.  Baker.  On  many  questions  it  was  impossible.  ^ 

Mr.  Connally.  So  you  want  to  qualify  that  now ;  you  do  not  mean 
that  it  was  absolutely  impossible,  but  just  impossible  in  some  cases? 

Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  So  you  did  get  replies  to  some  letters  and  some 
telegrams  during  that  time? 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  What  salary  do  you  draw,  Mr.  Baker  ? 
Mr.  Baker.  $5,000. 

Mr.  Connally.  Have  you  been  drawing  that  salary  all  the  time 
since  you  have  been  with  the  Shipping  Board  ? 
Mr.  Baker.  No,  sir. 

Mr.  Connally.  What  did  you  start  in  at? 
Mr.  Baker.  $3,000. 

Mr.  Connally.  Were  you  transferred  to  Boston  on  your  own 


Mr.  Connally.  That  was  your  home,  and  you  preferred  to  be  there, 
of  course  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  To  whom  did  you  make  that  request  to  be  trans- 
ferred to  Boston ;  Mr.  Tweedale  ? 

Mr.  Baker.  No,  sir;  it  was  prior  to  his  entrance  as  General  Comp- 
troller. It  was  Col.  Abadie. 

Mr.  Connally.  Col.  Abadie.  Col.  Abadie  is  the  man  that  you  ad- 
vised about  these  bidders  at  Boston  who  wanted  to  buy  this  material, 
and  who  paid  no  attention  to  your  suggestion  with  reference  to  that 
matter,  is  he  not  ? 

Mr.  Baker.  I  do  not  know  Avhether  he  paid  attention.  I  believe  he 
took  it  up  with  the  board. 

Mr.  Connally.  It  is  not  a  question  of  belief,  but  s«  far  as  you  know. 

Mr.  Baker.  So  far  as  I  know  

Mr.  Connally.  Nothing  came  of  it  ? 

Mr.  Baker.  Nothing  came  to  me. 

Mr.  Connally.  Nothing  came  of  it. 
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Mr.  Baker.  Until  

Mr.  CoNNALLT.  Was  it  before  that  or  after  that  that  you  applied 
to  him  for  your  transfer  to  Boston?  You  were  already  at  Boston  at 
that  time,  of  course. 

Mr.  Baker,  It  was  prior  to  that  time. 

Mr.  CoNNALLY.  Prior  to  that  time. 

Mr.  Baker.  I  was  in  Boston  before  I  made  application  to  be  trans- 
ferred to  Boston  permanently.  I  was  in  Boston  as  a  representative 
•of  the  Washington  office;  I  left  New  Orleans  

Mr.  CoNNALLY.  Of  the  comptroller's  office? 

Mr.  Baker.  Yes,  sir.  My  title  at  that  time  was  assistant  to  the  gen- 
eral comptroller ;  or  assistant  to  the  comptroller. 

Mr.  CoNNALLY.  How  does  your  salary  now  compare  to  what  it 
was  before  you  went  with  the  Shipping  Board,  larger  or  smaller? 
You  need  not  state  the  figure,  I  just  want  to  get  the  relation. 

Mr.  Baker.  It  is  somewhat  larger. 

Mr.  CoNNALLY.  Somewhat  larger  now.  Do  you  know  Mr.  Fisher, 
the  investigator  appointed  by  the  committee? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  How  long  have  you  known  him? 
Mr.'  Baker.  Two  months,  I  should  say. 
Mr.  CoNNALLY.  About  two  months? 
Mr.  Baker.  A  little  less; 

Mr.  CoNNALLY.  In  this  conversation  with  Mr.  Tweedale  over 
the  'phone  in  December,  you  were  here  in  the  hotel,  were  you  not? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Is  uot  the  upshot  of  that  conversation,  or  rather 
the  purport  of  it,  simply  that  it  was  suggested  that  matters  of 
policy  that  were  to  be  determined  by  the  Washington  office,  were 
not  to  be  offered  or  suggested  by  you,  or  opinions  on  that  policy ;  in 
other  words,  criticism,  adverse  or  favorable,  of  questions  that  were 
not  within  your  jurisdiction,  did  not.  fall  under  your  supervision, 
were  to  be  left  for  others  to  decide  or  to  suggest  ?  Is  not  that  what 
you  really  understood  by  that  conversation?  If  it  is  not,  why,  tell 
us  what  you  did  understand  about  it. 

Mr.  Baker.  I  do  not  know  as  I  just  follow  you  in  your  questions. 

Mr.  CoNNALLY.  Well,  was  not  the  upshot,  or  rather  was  not  the 
purport  of  Mr.  Tweedale's  suggestion  to  you.  that  so  far  as  matters 
which  were  solely  within  the  jurisdiction  or  the  board  itself  were 
concerned,  large  questions  of  policy,  not  falling  within  your  juris- 
diction, were  to  be  left  without  comment,  no  opinion  on  your  part? 

Mr.  Baker.  Well,  I  should  say  yes ;  I  was  not  supposed  to  answer 
questions  of  policy. 

Mr.  CoNNALLY.  That  did  not  affect  your  department? 

Mr.  Baker.  There  was  no  classification  of  

Mr.  CoNNALLY.  Well  now,  you  said,  though,  that  it  was  questions 
of  policy  which  were  to  be  determined  by  the  Washington  office.  The 
Washington  office  does  not  determine  details. 

Mr.  Baker.  That  was  not  the  conversation  which  we  

Mr.  CoNNALLY.  Well,  what  was  the  conversation?  Tell  me  again. 

Mr.  Baker.  That  I  was  not  to  give  any  opinions,  or  to  give 
opinions  on  questions  of  policy. 
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Mr.  CoNNALLY.  Was  there  not  a  qualification?  Did  you  not  say 
yesterday,  or  this  morning,  on  questions  of  policy  that  were  to  be 
decided  by  Washington,  meaning  the  home  office  of  the  board? 

Mr.  Baker.  Questions  of  policies  which  were  to  be  decided  in 
Washington? 

Mr.  CoNNALLY.  Yes ;  that  is  right. 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Well,  so,  matters  of  detail  and  matters  of  handling 
your  own  oflSice  would  not  be  decided  in  Washington,  would  they? 
Mr.  Baker.  They  would  not  come  under  the  category  of  policies. 


Mr.  Baker.  In  Washington. 
Mr.  CoNNALLY.  Certainly  not. 

Mr.  Baker.  But  they  would  come  under  the  category  of  an  opinion, 
which  I  might  render. 

Mr.  CoNNALLY.  Well,  now,  he  did  not  tell  you  not  to  give  any 
opinion  at  all,  did  he  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  I  understood  you  this  morning  or  last  night  to 
say  that  he  told  you  not  to  give  any  opinions  on  policies  which  were 
to  be  decided  at  Washington.  Now,  you  understood  them  to  say 
that  you  were  not  to  give  any  opinions  on  anything.  How  could 
you  testify  here  at  all  without  giving  some  kind  of  an  opinion  as 
to  whether  or  not  your  own  office  was  being  properly  conducted 
or  not. 

Mr.  Baker.  I  do  not  see  how  I  could. 

Mr.  CoNNALLY.  You  do  not  see  how  you  could.  How  long  was 
it  after  you  talked  with  Mr.  Tweedale  over  the  phone  that  you  went 
and  told  Mr.  Fisher  about  the  conversation? 

Mr.  Baker.  I  do  not  konw  just  how  long,  I  am  sure. 

Mr.  CoNNALLY.  A  half  hour? 

Mr.  Baker.  Oh,  no,  much  longer  than  that. 

Mr.  Con  ALLY.  Well,  about  two  hours? 

Mr.  BAKER—The  same  day. 

Mr.  CoNNALLY.  The  same  day.  Did  you  suggest  to  Mr.  Fisher 
that  he  have  this  question  asked  you,  about  the  Tweedale  con- 
versation? 

Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  What? 

Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  You  had  a  good  idea,  though,  that  it  would  be  if 
you  told  him,  did  you  not? 
Mr.  Baker.  I  did  not  know  that. 
Mr.  CoNNALLY.  What? 
Mr.  Baker.  I  did  not  know  that. 

Mr.  Connally.  You  did  not  know  that.  Well,  why  did  you  tell 
him  that  ?  There  is  no  feeling  between  you  and  Mr.«  Tweedale,  is 
there? 

Mr.  Baker.  No,  sir. 

Mr.  Connally.  What? 

Mr.  Baker.  No,  sir. 

Mr.  Connally.  What  was  your  object,  now,  the  same  day  that 
you  had  this  conversation  with  your  superior,  your  direct  superior, 
what  was  your  object  then  in  going  to  Mr.  Fisher,  who  was  appointed 
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to  investigate  for  this  committee,  and  telling  him  about  the  conver- 
sation with  your  superior? 

Mr.  Baker.  I  did  not  go  to  Mr.  Fisher  and  tell  him  that. 

Mr.  CoNNALLY.  Well  now,  did  Mr.  Fisher  come  to  you  and  ask 
you  about  that? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Ask  you  about  the  conversation?    How  did  he 
know  you  had  had  a  conversation,  if  you  did  not  tell  him  first. 
Mr.  Baker.  Mr.  Richardson  was  the  man. 
Mr.  CoNNALLY.  What? 

Mr.  Baker.  Mr.  EichardSon  was  the  man  that  I  spoke  to  about  it, 
dnd  Mr.  Richardson  called  Mr.  Fisher  in. 

Mr.  CoNNALLY.  Well,  so  you  went  then  and  told  Mr.  Richardson 
instead  of  Mr.  Fisher.    You  told  him  first,  did  you  not? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Well,  what  was  your  object  then  in  telling  Mr. 
Richardson,  if  you  did  not  expect  that  question  to  be  asked  you? 

Mr.  Baker.  1  did  not  see  how  I  could  answer  your  testimony,  or 
answer  your  questions,  without  giving  an  opinion. 

Mr.  CoNNALLY.  Well,  you  have  oeen  answering  questions  and 
giving  opinions,  have  you  not?^ 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  So  there  was  no  reason,  you  did  not  feel  under 
any  restraint  at  all  by  that  conversation,  did  you? 

Mr.  Baker.  Why,  I  felt  if  I  refused  opimons,  that  I  would  be  in 
contempt  of  court. 

Mr.  CoNNALLY.  Why,  certainly,  that  is  correct.  We  want  you  to 
tell  everything  we  ask  you.  What  I  am  getting  at  is,  what  was  your 
object  in  going  and  divulging  to  these  gentlemen  as  soon  as  you  had 
the  conversation,  what  you  had  talked  about  with  Mr.  Tweedale, 
if  you  did  not  expect  it  to  be  brought  out  in  this  investigation?  You 
were  bound  to  know  it  would,  were  you, not? 

Mr.  Baker.  I  suppose  a  thing  of  that  sort  would  come  up,  natu- 
rally. 

Mr.  CoNNALLY.  Certainly.  Does  Mr.  Tweedale  ever  visit  your 
office  over  in  Boston,  or  any  representative?  Does  the  home  office 
have  any  inspectors  or  anything  of  that  kind  who  visit  the  district 
comptrollers? 

Mr.  Baker.  Mr.  Tweedale  has  never  been  there.  Mr.  Tweedale 
has  sent  his  reorganization  committee  there,  and  they  have  been 
through  the  office,  and  has  sent  his  traveling  auditors  there  to  make 
an  audit  of  the  office,  at  my  request,  and  they  have  completed  that 
only  this  week. 

Mr.  CoNNALLY.  Why  did  you  request  it?    Everything  was  all 
right,  was  it  not? 
Mr.  Baker.  I  did  not  know. 
Mr.  CoNNALLY.  You  did  not  know? 
Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  What  are  you  there  for  to  do  but  to  find  out  if 
there  is  anything  wrong  in  that  office? 

Mr.  Baker.  The  office  had  been  running  for  a  year  and  a  half 
before  I  went  there. 

Mr.  CoNNALLY.  How  long  have  you  been  over  there  now  ? 

Mr.  Baker.  A  year  and  a  naif . 
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Mr.  CoNNALLY.  Well,  you  say  this  examination  was  just  com- 
pleted last  week  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Had  they  been  auditing  your  books  a  year  and  a 
half? 

Mr.  Baker.  They  had  been  auditing  the  office  for  three  years. 
Mr.  CoNNALLY.  1  thought  your  omce  was  an  office  that  was  an 
auditor's  office.   I  thought  that  was  what  it  was? 
Mr.  Baker.  True;  but  an  auditor's  office  has  to  be  audited. 
Mr.  CoNNALLY.  Certainly. 

Mr.  Baker.  We  have  an  accounting  office  as  well.  We  carry  a 
great  many  accounts. 

Mr.  Connally.  So  they  have  been  three  years  auditing  the 
auditor.    Now,  who  is  going  to  audit  the  auditor  to  the  auditor? 

Mr.  Foster.  And  how  many  years  will  it  take? 

Mr.  Baker.  I  was  not  satisfied  with  the  audit  which  was  made 
when  I  went  into  the  office  and,  in  fact,  in  my  opinion  there  never 
was  an  audit  made  when  the  office  was  turned  over  to  me. 

Mr.  Connally.  Whose  business  was  it  to  make  that  audit  when  it 
was  turned  over  to  you  ? 

Mr.  Baker.  The  comptroller  in  Washington,  and  he  sent  some 
men  there,  but  I  was  not  satisfied  with  the  audit  that  was  made,  on 
account  of  the  personality  or  the  personnel  of  the  force  that  was  sent 
there,  they  not  being  competent  to  audit  the  office,  it  having  been 
their  first  audit  that  they  ever  made.  Therefore  three  or  four 
months  ago  I  requested  that  my  office  be  audited  to  see  that  every- 
thing was  in  order.  That,  I  think,  any  district  man  has  a  right  to 
know,  if  his  office  is  in  order,  and  if  he  has  a  clean  slate. 

Mr.  Connally.  Well,  on  this  last  order  that  was  just  completed 
last  week,  did  they  find  everything  all  right? 

Mr.  Baker.  So  far  as  I  know.  The  report  is  being  written  to-day 
to  the  comptroller  general.  , 

Mr.  Connally.  Nothing  wrong  was  called  to  your  attention? 

Mr.  Baker.  No,  sir. 

Mr.  Connally.  So  then  this  first  audit,  which  you  thought  was 
wrong,  was  all  right,  was  it  not? 

Mr.  Baker.  Not  necessarily.  It  showed  the  office  was  in  proper 
shape. 

Mr.  Connally.  Yesterday  you  testified  about  the  wooden  ship- 
building program  down  in  the  Gulf  district.  You  made  the  state- 
ment that  in  some  cases  engines  have  been  put  in  those  wooden  ships 
without  being  fastened  to  anything  except  the  shafts,  not  bolted  in 
or  anything  of  that  kind.  How  many  ships  of  that  kind  did  you 
look  over  or  see  ? 

Mr.  Baker.  AVhy,  the  exact  number  I  could  not  state  now ;  there 
were  somewhere  between  10  and  20. 
Mr.  Connally.  Between  10  and  20  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Wooden  ships,  in  which  the  engines  were  not 
fastened  to  anything  except  the  shafts? 
Mr.  Baker.  Yes,  sir. 
Mr.  Connally.  You  saw  yourself? 
Mr.  Baker.  No  ;  I  did  not  go  over  to  see  them  myself. 
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Mr.  CoNNALLY.  Well,  what  are  you  testifying  from^  Mr.  Baker? 
^Vhat  you  know  or  what  you  heard  or  dreamed,  or  what  are  you  talk- 
ing about?    I  want  to  get  down  to  something  you  know. 

Mr.  Baker.  I  am  giving  you  the  information  that  the  investigation 
department  gave  me. 

Mr.  CoNNALLY.  Well,  that  is  what  we  are  here  for,  to  investigate. 
We  are  trying  to  find  out  something  for  sure. 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  I  wunt  to  get  something  that  you  know  yourself. 
Now,  did  you  see  a  single  ship,  with  your  own  eyes,  in  which  this 
condition  existed? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  That  the  engines  were  not  fastened  except  to  the 
shafts? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  Well,  now,  tell  us  about  it.  We  have  got  down  to 
something  that  you  know  about. 

Mr.  Baker.  1  could  not  give  you  the  name  of  the  ship  to-day. 
Mr.  CoNNALLY.  Where  was  it? 
Mr.  Baker.  In  Texas. 

Mr.  CoNNALLY.  What  part,  the  western,  or  on  the  Gulf  coast? 
Whereabouts  in  Texas,  what  yard  ? 

Mr.  Baker.  I  could  not  give  you  the  information  without  looking 
up  my  papers  on  that.  I  looked  at  many  ships  over  there,  and  I  can 
not  tellyou  just  which  one  it  was  now. 

Mr.  CoNNALLY.  Well,  now,  how  many  did  you  see  like  that. 

Mr.  Baker.  I  onlv  visited  that  one  boat. 

Mr.  CoNNALLY.  That  one  boat? 

Mr.  Baker.  For  that  particular  purpose. 

Mr.  CoNNALLY.  For  that  purpose? 

Mr.  Baker.  That  was  only  one  thing  that  was  out  of  the  way. 
Mr.  CoNNALLY.  One  thing  that  was  out  of  the  way.    But  you  do 
not  remember  what  yard  that  was  in? 
Mr.  Baker.  That  particular  boat,  no. 
Mr.  CoNNALLY.  Or  what  town  it  was  in? 
Mr.  Baker.  I  do  not. 

Mr.  Connally.  You  just  know  it  was  in  Texas? 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Did  you  make  any  report  to  anybody  on  that  con- 
dition, in  writing? 

Mr.  Baker.  No,  sir;  not  in  writing.  I  made  it  orally  to  the  in- 
spector in  charge  of  construction  and  repairs. 

Mr.  Connally.  Where? 

Mr.  Baker.  Division  of  operations,  in  New  Orleans ;  Mr.  Riedout. 
Mr.  Connally.  You  gave  him  the  name  of  the  ship  and  the  yard 
and  everything? 

Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Orally? 

Mr.  Baker.  Yes,  sir;  which  he  took  down. 

Mr.  Connally.  What  ? 

Mr.  Baker,  Which  he  took  down  in  his  memoranda. 
Mr.  Connally.  Why  did  you  not  make  a  written  statement 
about  it? 
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Mr.  Baker.  Why,  it  was  not  required. 
Mr.  Conn  ALLY.  It  was  not  required  ? 

Mr.  Baker.  The  idea  being  to  safeguard  the  division  of  operations 
in  accepting  ships  from  the  construction  division  and  the  contractor. 

Mr.  CoNNALLY.  Well,  now,  how  came  you  to  be  in  this  town  where 
this  shipbuilding  plant  was,  to  see  this  boat,  if  it  was  not  part  of  your 
duty  to  make  a  report  about  it  to  somebody? 

Mr.  Baker.  I  was  in  Texas  on  various  matters.  One  matter  par- 
ticularly was  the  installation  of  an  office  in  Galveston.    I  visited— — 

Mr.  CoNNALLY.  It  was  not  at  Galveston,  because  there  are  no  ship- 
building plants  at  Galveston. 

Mr.  Baker.  No. 

Mr.  CoNNALLY.  So  it  was  not  in  Galveston. 

Mr.  Baker.  I  say  I  was  in  Texas  on  that  particular  journey. 

Mr.  Conn  ALLY.  That  was  not  the  time,  then,  was  it? 

Mr.  Baker.  Yes ;  that  was  the  time  I  saw  the  ship. 

Mr.  Conn  ALLY.  Where  did  you  see  it,  then? 

Mr.  Baker.  I  do  not  know  which  port  it  was  in.  I  visited  several 
ports  in  Texas  on  that  trip,  and  I  looked  over  many  ships. 

Mr.  CoNNALLY.  Well,'  what  would  you  look  over,  if  it  was  not 
part  of  your  duty  to  make  some  report  to  somebody  about  the  con- 
dition you  found  them  in?  Were  you  just  rubbernecking  around  to 
look  them  over,  or  did  you  have  some  business  there  ? 

Mr.  Baker.  I  had  these  reports  coming  in  to  me* 

Mr.  CoNNALLY.  About  what? 

Mr.  Baker.  Irregularities  in  construction. 

Mr.  CoNNALLY.  So  you  went  over  to  look  them  over  and  see  if 
there  were  any  irregularities  in  construction,  and  after  you  found 
out  the  irregularities  you  did  not  make  any  written  report,  except 
when  you  went  back  to  New  Orleans  you  orally  told  this  man  about 
it,  is  that  right  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  How  much  did  your  trip  cost  the  Government 
over  there,  do  you  know  ? 
Mr.  Baker.  I  do  not  know  offhand ;  no,  sir. 

Mr.  CoNNALLY.  And  yet  you  spent  all  that  money,  and  when  you 
got  back,  you  called  him  over  the  telephone  and  that  was  all  there 
was  to  it. 

Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  Did  you  send  in  any  written  report  to  the  home 
office  at  Washington  about  it,  to  your  superior  officer? 
Mr.  Baker.  There  were  reports  went  m ;  yes,  sir. 
Mr.  CoNNALLY.  I  am  talking  about  you  now. 
Mr.  Baker.  I  sent  in  reports. 
Mr.  CoNNALLY.  A  written  report? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  On  this  particular  item? 
Mr.  Baker.  I  do  not  know  on  that  particular  item. 
Mr.  CoNNALLY.  Where  would  it  be  found  in  Washington?  , 
Mr.  Baker.  In  the  general  comptroller's  office. 
Mr.  CoNNALLY.  In  the  general  comptroller's  office.   About  when 
was  that,  so  we  can  locate  it? 
Mr.  Baker.  The  first  part  of  1919. 
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Mr.  CoNNALLY.  The  first  part  of  1919? 
Mr.  Baker.  About  May. 
Mr.  CoNNALLY.  About  May,  1919  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  A  report  from  you  at  New  Orleans? 
Mr.  Saker.  Yes,  sir. 

Mr.  CoNNALLY.  To  the  comptroller  general? 
Mr.^  Idaker.  Not  the  general  comptroller ;  the  comptroller  at  that 
time. 

Mr.  CoNNALLY.  Comptroller. 


Mr.  CoNNALLY.  With  reference  to  a  ship  you  had  looked  over  in- 


Mr.  Baker.  Not  one  ship ;  no,  sir ;  on  general  conditions. 

Mr.  CoNNALLY.  I  am  talking  about  this  ship  where  the  en^ne 
was  loose  and  hanging  on  the  shafts;  that  is  the  one  I  am  talSng 
about.  You  say  you  saw  one  ship  in  that  condition.  Now,  I  want  to 
know  if  you  made  a  report  about  that? 

Mr. .Baker.  Not  on  any  one  ship;  no,  sir;  on  general  conditions. 

Mr.  CoNNALLY.  On  general  conditions? 

Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  So  you  did  not  report  this  loose  engine  at  all,  did 

you? 

Mr.  Baker.  I  reported  that  the  condition  had  been  reported  to  me 
by  the  investigation  department,  as  such  conditions  existed. 

Mr.  Connally.  I  am  talking  about  the  trip  you  made  over  there, 
in  which  you  said  you  made  these  inspections  yourself  and  saw.  this 
engine  yourself.  Now,  I  want  to  know  if  you  reported  to  anybody 
what  you  saw  ? 

Mr.  Baker.  I  simply  went  to  Texas  on  another  errand,  and  while 
I  was  there  I  verified  the  statements  which  were  being  handed  to 
me  in  this  one  case,  on  that  particular  thing.  On  other  cases,  several 
other  irregularities  were  taking  place.  Then  I  wrote  to  the  general 
comptroller  a  letter  covering  the  general  conditions. 

Mr.  CoNNALLYi  Why  did  you  not  cover  this  specific  condition — 
this  engine  that  was  not  bolted  in?  That  is  something  that  you  saw. 

Mr.  Baker.  Yes. 

Mr.  Connally.  Why  did  you  not  tell  them  something  that  you  saw, 
in  preference  to  a  lot  of  stuff  that  you  had  heard? 

Mr.  Baker.  Well,  because  I  had  seen  many  other  things  that  day, 
and  I  embodied  them  all  in  the  one  report,  covering  general  condi- 
tions. 

Mr.  Connally.  Mr.  Richardson,  who  is  now  with  the  committee, 
was  down  at  New  Orleans  in  that  area  at  that  time,  was  he  not? 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Was  he  under  your  supervision? 
Mr.  Baker.  No,  sir. 

Mr.  Connally.  Or  he  was  chief  of  the  investigation  section,  was  he  ? 

Mr.  Baker.  No,  sir. 

Mr.  Connally.  What  was  he? 

Mr.  Baker.  I  do  not  know  just  his  title;  he  was  down  there  in- 
vestigating. He  was  not  the  resident  man  at  that  time ;  he  was  down 
there  on  other  work,  in  Texas. 


Texas? 
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Mr.  CoNNALLY.  Did  you  call  this  loose  engine  to  his  attention  ? 

Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  Tell  him  about  that? 

Mr.  Baker.  No,  sir. 

Mr.  CoNNALLY.  That  was  his  business,  was  it  not,  to  investigate? 
Mr.  Baker.  Yes,  sir. 

Mr.  CoNNALLY.  If  you  had  told  him  about  it,  he  might  have  gone 
over  there  and  looked  into  it  and  made  some  report  on  it,  would  he 
not? 

Mr.  Baker.  He  was  the  man  who  told  me  about  it. 
Mr.  Connally.  I  thought  you  saw  it  ? 
Mr.  Baker.  I  did. 

Mr.  Connally.  Where  was  he  when  he  told  you  about  it  ? 
Mr.  Baker.  In  New  Orleans. 
Mr.  Connally.  In  New  Orleans? 
Mr.  Baker.  Yes,  sir, 

Mr.  Connally.  Well,  had  he  made  a  report;  did  he  say  he  had 
reported  it? 

Mr.  Baker.  Yes,  sir;  he  told  me  he  had  reported  it.  I  did  not 
know  anything  about  it  at  all. 

Mr.  CojJnally.  Well,  did  the  ship  go  to  sea  in  that  condition? 

Mr.  Baker.  This  ship  was  to  l)e  taken  off ;  it  was  not  in  service  at 
that  time. 

Mr.  Connally.  It  had  not  been  finished  then,  eh? 
Mr.  Baker.  No,  sir. 

Mr.  Connally.  Well,  of  course,  there  was  nothing  surprising 
about  a  boat,  the  engine  not  being  fastened  to  it,  if  the  boat  had  not 
been  completied,  was  there  ? 

Mr.  Baker.  Well,  after  you  put  in  boilers  into  a  boat,  if  they  are 
not  bolted  down,  in  order  to  bolt  them  down  you  have  got  to  pretty 
nearly  take  them  out  again  to  bolt  them  down.  It  was  apparent  thai 
they  were  not  going  to  do  anything  more  about  it. 

Mr.  Connally.  It  was  apparent? 

Mr.  Baker.  What  was? 

Mr.  Connally.  It  was  apparent,  you  say,  that  they  were  not  going 
to  do  anything  more  about  it. 
Mr.  Baker.  Yes,  sir. 

Mr.  Connally.  Well,  did  they  ever  do  anything  more  about  it? 
Did  they  bolt  them  in  or  not  ? 

Mr.  Saker.  The  boat  was  submitted  to  the  Division  of  Opera- 
tions for  acceptance  after  that  time  and  was  refused  by  the  Division 
of  Operations  on  the  testimony — on  the  information  that  I  gave  our 
inspector. 

Mr.  Connally.  Exactly. 

Mr.  Baker.  Therefore  it  was  not  received,  on  the  information  that 
I  obtained. 

Mr.  Connally.  Why,  certainly.  Well,  now,  why  didn't  you  tell 
us?  You  would  have  saved  a  whole  lot  of  time  if  you  had  told  us 
about  that. 

Mr.  Baker.  I  endeavored  to,  sir. 

Mr.  Connally.  You  left  the  impression  6n  me  that  this  was  a  boat 
that  had  already  been  accepted  and  was  in  service.  I  would  not  have 
asked  yoii  all  those  questions.  So  the  Government  never  did  accept 
the  boat  in  that  condition,  did  it? 
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Mr.  Baker.  No,  sir ;  so  f ar^  as  I  know.  That  was  my  testimony 
yesterday. 

Mr.  CoNNALLY.  So  that  there  was  no  harm  done  on  that? 

Mr.  Baker.  My  testimony  yesterday  covered  that  particular  point. 
I  was  investigating  conditions  in  the  Construction  Division  and  the 
yards,  before  the  boats  were  taken  over  by  the  Division  of  Opera- 
tions, with  the  idea  of  safeguarding  the  Division  of  Operations  from 
accepting  inferior  work. 

Mr.  CoNNALLY.  Although  there  was  an  inspector  down  there  to  do 
that  business,  and  it  was  not  any  part  of  your  duty,  you  were  do- 
ing it? 

Mr.  Baker.  -Anything  in  the  line  of  looking  after  Government 
property  and  safety  I  consider  my  business. 

Mr.  CoNNALLY.  Certainly;  yes,  sir.  Well,  I  want  to  compliment 
you ;  you  saved  the  Government  from  taking  the  ship.  I  think  that 
IS  all. 

The  Chairman.  Is  there  anything  further,  Mr.  Steele? 
Mr.  Steele.  Nothing  further. 

The  Chairman.  I  think  that  is  all,  Mr.  Baker.   Mr.  Willcox. 

TESTIMONY  OF  ME.  JAY  C.  WILLCOX,  FOEMEELY  DEPUTY  COMP- 
TEOLLEE  AND  OENEEAL  AUDITOE,  UNITED  STATES  SHIPPING 
BOAED  EMEEOENCY  FLEET  COEPOEATION. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name? 
Mr.  Willcox.  Jay  C.  Willcox. 

The  Chairman.  Are  you  an  employee  or  official  of  the  Shipping 
Board  or  the  Emergency  Fleet  Corporation? 
Mr.  Willcox.  I  was  up  until  October,  1919. 
The  Chairman.  What  position  did  you  hold? 
Mr.  Willcox.  Deputy  comptroller  and  general  auditor. 
The  Chairman.  Where? 

Mr.  Willcox.  At  Washington,  when  I  finished. 
The  Chairman.  How  long  had  you  been  in  the  employ  of  the  Ship- 
ping Board  or  Fleet  Corporation? 
Mr.  Willcox.  Since  December,  1917. 

The  Chairman.  What  was  vour  business  or  occupation  before  go- 
ing with  the  Shipping  Board  ? 
Mr.  Willcox.  Steamship  accounting. 
The  Chairman.  Where? 

Mr.  Willcox.  With  the  Bethlehem  Steel;  prior  to  that  with  the 
New  York  &  Porto  Rico  Line  at  New  York. 
The  Chairman.  How  long  had  you  been  in  that  business? 
Mr.  Willcox.  About  five  and  a  half  years. 

The  Chairman.  Who  gave  you  your  first  employment  with  the 
Shipping  Board? 
Mr.  Willcox.  Mr.  Soleau. 

The  Chairman.  And  what  was  your  first  appointment? 
Mr.  Willcox.  Auditor  of  the  New  York  office,  it  was  called. 
The  Chairman.  How  long  were  you  here? 
Mr.  Willcox.  Until  August  of  the  next  year. 
The  Chairman.  August,  1918? 
Mr.  Willcox.  1918. 
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The  Chairman.  Then  where  did  you  go? 

Mr.  WiLLCOx.  To  Washington. 

The  Chairman.  As  deputy  comptroller? 

Mr.  WiLLCox.  No ;  I  was  not  made  deputy  comptroller  until  about 
May,  1919. 

The  Chairman.  What  didyou  go  to  Washington  as?  What  Wfere 
you  when  you  first  went  to  Washington? 

Mr.  WiLLcox.  No  title  at  all;  merely  to  assist  Judge  Nevin. 

The  Chairman.  He  was  the  general  comptroller? 

Mr.  WiLLCOx.  The  title  was  "Comptroller  "  at  that  time. 

The  Chairman.  Comptroller.  You  were  an  assistant  to  him  for 
how  long? 

Mr.  WiLLCox.  From  August,  1918,  until  MaVj  1919. 
The  Chairman.  What  were  your  duties  wnile  you  were  here  at 
New  York? 

Mr.  WiLLCOx.  WeU,  as  auditor  here  in  New  York,  the  organization 
was  such  that  we  were  bookkeepers  and  check  signers. 

The  Chairman.  Did  you  audit  the  accounts? 

Mr.  WiLLCOX.  It  was  impossible  to  make  any  kind  of  an  audit 
under  the  organization. 

The  Chairman.  Well,  why  was  it  impossible?  Did  you  try? 

Mr.  WiLLCOx.  We  fought  the  situation  all  the  time  that  we  were 
here. 

The  Chairman.  Well,  why  was  it  impossible  to  make  an  audit  of 
the  accounts? 

Mr.  WiiiLcox.  The  ordering,  the  purchasing,  the  receiving,  and 
the  certifications  aU  came'  under  one  head,  so  tnat  all  we  had  to  do, 
or  all  we  could  do,  was  to  verify  the  extensions  and  pay  the  bills. 

The  Chairman.  Well,  under  wHat  head  did  all  this  purchasing  and 
receiving  and  certification  come  ? 

Mr.  WiLLcox.  It  came  under  the  purchasing  agent  in  New  York. 

The  Chairman.  Who  was  he? 

Mr.  WiLLCox.  D.  A.  Wahmond. 

The  Chairman.  Was  that  for  supplies,  repairs,  and  fuel? 
Mr.  WiLLCOX.  Yes ;  that  was  for  everything  in  the  beginning. 
The  Chairman.  Did  you  have  anything  to  do  with  construction 
work  in  this  district  ? 
Mr.  WiLLCox.  Not  a  bit. 

The  Chairman.  Did  you  audit  those  accounts? 
Mr.  WiLLCOx.  Nothing  ^ith  construction. 

The  Chairman.  Did  wiat  system  continue  all  of  the  time  you  were 
here  in  New  York? 

Mr.  WiLLCOx..  All  the  time  I  was  in  New  York. 

The  Chairman.  Well,  who  installed  that  system?  You  came  there 
pretty  nearly  at  the  time  the  office  was  opened,  did  you  not? 

Mr.  WiLLCox.  Yes. 

The  Chairman.  Who  installed  it  ? 

Mr.  WiLLcox.  It  was  under  Capt.  Yates. 

The  Chairman.  What  was  his  position? 

Mr.  WiLLcox.  He  was  managing  agent. 

The  Chairman.  For  the  New  York  district? 

Mr.  WiLLcox.  It  was  then  the  North  Atlantic  district.  They 
changed  its  name  several  times. 

The  Chairman.  He  set  up  this  system  here  in  New  York,  you 
understand? 
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Mr.  WiLLCox.  He  was  responsible  for  the  organization  at  New 
York. 

The  Chairman.  Well,  who  set  up  the  system,  Mr.  Willcox? 
Mr.  WiiiLcox,  Of  accounting? 
The  Chairman.  Yes,  sir. 
Mr.  WiiiLCOx,  I  did. 

The  Chairman.  So  that  the  system  which  you  set  up  did  not  permit 
any  audit  of  the  books  to  be  made  ? 

Mr.  Willcox.  No,  not  that ;  the  organization  would  not  permit  of 
the  auditot  to  make  an  audit. 

The  Chairman.  Oh,  you  mean  the  officers  themselves? 

Mr.  Willcox.  Due  to  the  method  of  purchasing,  receiving,  and 
approving  all  the  bills  under  one- head. 

The  Chairman.  Well,  that  was  your  system,  was  it  not? 

Mr.  Willcox.  No  ;  that  was  not  mine. 

The  Chairman.  Well,  who  set  up  this  system  that  took  in  all  this 
under  one  head  ?  That  is  what  I  want. 

Mr.  Willcox.  Capt.  Yates,  managing  agent  at  that  time. 
The  Chairman.  Well,  then,  you  did  not  set  up  the  system  ? 
Mr.  Willcox.  No,  sir. 

The  Chairman.  Well,  what  system  did  you  set  up  ? 

Mr.  Willcox.  Well,  let  us  speak  of  system  and  organization  first, 
so  we  understand  each  other. 

The  Chairman.  Mr.  Willcox,  you  call  la  method  of  keeping  books 
and  accounting  and  certifying  and  .paying,  you  call  that  a  system  of 
accounting,  do  you  not  ? 
^  Mr.  Willcox.  That  is  a  system ;  yes. 

The  Chairman.  Now,  who  set  that  system  of  accounting  up? 

Mr.  Willcox.  I  did. 

The  Chairman.  And  under  that  system  no  audit  of  the  accounts 
was  made  or  contemplated,  was  it  ? 
Mr.  Willcox.  It  was  contemplated. 
The  Chairman.  Why  was  it  not  made  then  ? 

Mr.  Willcox.  Due  to  the  organization  again ;  I  will  have  to  come 
back  to  that  every  time. 

The  Chairman.  By  the  organization,  do  you  mean  the  men  them- 
selves? 

Mr.  Willcox.  No  ;  I  mean  the  organization  of  the  whole  New  York 
office.  In  order  to  perfect  any  accounting  system  yon  have  got  to 
have  coordination  of  the  administration,  the  operating  department 
and  the  accounting  department.    That  was  not  the  case. 

The  Chairman.  Well,  do  you  mean  that  the  organization,  that  is, 
taking  in  the  department  of  supplies  and  the  department  of  repairs, 
and  all  these  various  departments  and  offices,  was  set  up  by  Capt. 
Yates? 

Mr.  W1L1.COX.  Yes. 

The  Chairman.  Then  you  set  up  the  system  of  accounting? 
Mr.  Willcox.  The  system  of  accounting. 

The  Chairman.  And  the  system  of  accounting  and  the  organiza- 
tion as  set  up  did  not  coordinate  ? 
Mr.  Willcox.  Did  not  coordinate,  that  is  it. 

The  Chairman.  Well  now,  which  was  set  up  first,  the  organiza- 
tion or  the  accounting? 
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Mr.  WiLLcox.  The  organization.  ' 

The  Chairman.  Then  why  did  you  not  set  up  a  system  of  account- 
ing that  would  work? 

Mr.  WiLLCOx..  It  did  work^  according  to  the  organization;  but  my 
fight  was  against  the  organization,  so  that  the  audit  could  be  made, 
so  that  the  accounting  department  or  the  auditing  department  could 
make  an  audit. 

The  Chairman.  Why  could  they  not  now  ?  Why  could  you  not  go 
and  audit  these  accounts  under  this  system  that  you  set  up,  and  un- 
der the  organization  that  Capt.  Yates  had  effected  ?  Why  was  not  an 
audit  possible? 

Mr.  WiLLCOx.  Well,  the  audit  was  possible. 

The  Chairman.  Then  why  did  you  not  make  it? 

Mr.  WiLLcox.  We  made  the  audit. 

The  Chairman.  Well  then  

Mr.  WiLLCox.  As  far  as  it  was  possible. 

The  Chairman.  You  say  the  audit  was  possible,  and  you  made  the 
audit? 
Mr.  WiLLcox.  Yes. 

The  Chairman.  Then  what  was  the  matter  with  it?    What  were 
you  fighting  about? 
Mr.  WiLLcox.  Organization. 

The  Chairman.  The  organization  was  something  you  were  not  all 
responsible  for,  were  you  ? 

Mr.  WiLLCox.  We  were  not,  but  we  were  not  satisfied  with  the 
audit  that  we  made,  due  to  that  organization. 

The  Chairman.  What  kind  of  an  audit  did  you  make? 

Mr.  WiLLCox.  We  ordered  the  extensions  of  the  invoices,  made  up  * 
a  voucher,  and  paid  them.  ». 

The  Chairman.  What  do  you  mean  by  the  extensions? 

Mr.  WiLLCOx.  Why,  so  many  gross  or  so  many  cases  of  corn  at  so 
much  a  case,  equals  the  extension.  That  is  as  far  as  we  could  go  in 
an  audit. 

The  Chairman.  That  is,  you  examined  the  arithmetic  and  saw  if 
that  was  correct? 

Mr.  WiLLcox.  That  was  all  we  could  do. 

The  Chairman.  Did  your  system  of  audit  contemplate  anything 
further  than  that? 
Mr.  WiLLCox.  Yes. 

The  Chairman.  What  did  you  expect  to  do  ? 

Mr.  WiLLCOx.  The  propriety  of  a  charge.  ^ 

The  Chairman.  How  were  you  to  ascertain  that? 

Mr.  WiLLcox.  To  follow  through  the  requisition  for  a  supply  on 
the  purchasing  department,  to  see  that  competitive  bids  had  been 
advertised  for;  then  to  check  the  invoice  with  the  receipt  of  the 
goods,  and  then  to  verify  the  prices  according  to  the  contracts  or 
the  bids,  the  contracts  under  which  they  were  purchased;  and  then 
it  is  just  a  matter  of  tying  those  all 'up  to  see  that  the  invoice  was 
proper  and  the  expenditure  in  order,  thoroughly  approved,  and  pass 
it  for  payment. 

The  Chairman.  Now,  was  that  not  done? 

Mr.  WiLLCOX.  It  was  done,  yes,  as  far  as — well,  no,  that  was  not 
done.  Let  me  take  that  back.  We  never  saw  a  requisition,  we  never 
saw  a  bid  or  a  contract ;  we  could  not  sell  it  by  priced. 
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The  Chairman.  Did  Capt.  Yates  have  somebody  who  did  all  that, 
do  you  know  ? 

Mr.  WiLLCox.  Yes. 

The  Chairman.  What  was  the  necessity  for  your  doin^  it,  if  he  had 
taken  care  of  all  that  ? 

Mr.  WiLiLCox.  Well,  the  organization  under  Capt.  Yates  was  not 
paralleled  by  any  business  organization  that  I  had  ever  been  con- 
nected with;  that  no  one  department  under  one  head,  could  order, 
purchase,  receive,  approve  the  prices,  approve  the  invoice,  and  do 
everything. 

The  Chairman.  Is  not  that  the  way  they  do  it  in  private  shipbuild- 
ing concerns?  Does  not  the  purchasing  agent  draw  the  requisition, 
order  the  goods,  receive  the  goods,  check  the  invoice,  compare  it  with 
the  requisition  and  certify  it  for  payment  and  send  it  along  to  the 
disbursing  officer  of  the  company  ? 

Mr.  WiLLCox.  You  mean  m  construction,  in  the  shipyards? 

The  Chairman.  No,  I  mean  in  private  steamship  operation. 

Mr.  WiLLCox.  No,  sir. 

The  Chairman.  It  is  not  done  that  way? 

Mr.  WiLLcox.  No,  sir. 

The  Chairman.  Well,  how  many  men  did  vou  have  liere  in  vour 
office,  Mr.  Willcox? 

Mr.  Willcox.  I  began  with  about  11,  and  at  the  time  I  went  to 
AVashington  there  was  170. 

The  Chairman.  And  what  were  you  doing,  just  verifying  in 
arithmetic  and  drawing  checks  ? 

Mr.  Willcox.  No,  the  accounting  features  of  the  organization  con- 
templated the  operation  of  a  very  large  fleet. 

The  Chairman.  Of  ships? 

Mr.  Willcox.  All  the  accounting  features,  taking  in  costs  of  op- 
eration, are  all  tied  in  with  the  accounting. 

The  Chairman.  Well,  were  3^011  auditing  those  things? 
Mr.  Willcox.  Yes. 

The  Chairman.  In  the  same  way,  just  verifying  the  totals? 
Mr.  Willcox.  Well,  no;  the  costs  all  come  from  the  purchasers, 
and  charges. 

The  Chairman.  You  said  your  fight  was,  as  I  understood  you,  to 
get  cooperation  between  the  organization  and  the  accounting  system. 
l>id  you  carry  that  fight  to  headquarters  at  Washington? 

Mr.  WiLix^ox.  Yes,  sir. 

The  Chairman.  To  whose  attention  did  you  bring  it  ? 
Mr.  Willcox. -My  chief  was  Mr.  Soleau,  the  only  one  that  I  could 
report  to. 

The  Chairman.  Did  you  get  any  satisfaction  from  him  ? 
Mr.  Willcox.  I  know  that  Mr.*  Soleau  tried,  in  one  step,  to  effect 
a  different  organization  in  New  York. 

The  Chairman.  Did  you  bring  it  to  the  attention  of  anybody  else? 
Mr. Willcox.  I  could  not. 

The  Chairman.  Was  Mr.  Soleau  there  all  the  time  that  you  were 
in  New  York? 

Mr.  Willcox.  No^  sir;  he  was  in  Washington. 

The  Chairman.  I  say,  was  Mr.  Soleau  in  Washington  all  the  time 
that  you  were  in  New  York? 
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Mr.  WiLiiCox.  No ;  Judge  Nevin  was  appointed  about  April,  1918. 

The  Chairman.  Did  you  make  an  attempt  to  remedy  this  matter 
by  thinking  it  over  and  taking  it  up  with  Judge  Nevin. 

Mr.  WiLLcox.  Yes,  sir;  we  followed  it  right  through  with  Judge 
Nevin. 

The  Chairman.  Did  you  get  any  change? 

Mr.  WiLiiCOx.  Later,  that  was  after  I  went  to  Washington,  we 
effected  the  change. 

The  Chairman.  Was  Capt.  Yates  still  here  when  you  went  to 
Washington? 

Mr.  WiLLcox.  Yes,  sir. 

The  Chairman.  Is  he  still  here,  do  you  know,  or  do  you  not  know  ? 

Mr.  WiLLCox.  Whv,  I  happen  to  know  that  he  is  not. 

The  Chairman.  Then,  if  1  understarid  you,  Mr.  Willcox,  when  you 
were  here  at  New  York  the  organization  at  the  head  of  which  was 
Capt.  Yates,  took  care  of  the  purchasing  and  the  receipt  and  the 
checking  and  the  certification  of  purchases? 

Mr.  Willcox.  Purchases;  yes,  sir. 

The  Chairman.  And  when  that  had  all  been  done,  outside  of  your 
office,  the  accounts  came  to  you  and  you  verified  the  totals  and  pre- 
pared the  checks  to  pay  the  bills;  is  that  correct? 

Mr.  Willcox.  Well,  you  can  add  in  there  that  we  saw  to  it  that 
the  bills  were  all  approved  as  to  the  receipt  by  the  different  members 
of  the  purchasing  agent's  organization,  as  to  receipts  and  prices  O.  K. ; 
in  fact,  every  certification  had  to  be  on  a  bill  before  it  could  be  passed 
for  payment,  it  had  to  be  complete. 

The  Chairman.  I  wish  you  would  tell  me  what  there  is  wrong 
with  that  system;  why  was  not  that  all  right,  if  every  step  was 
checked  and  followed  and  compared  and  approved,  the  goods  re- 
ceived, certified,  and  sent  along?  Now,  what  is  there  wrong  with 
that  ?  Why  should  there  have  been  any  controversy  about  it,  and  why 
was  not  the  Government's  interests  properly  protected? 

Mr.  Willcox.  Well,  further  developments  verified  that  they  were 
not.  My  first  impressions  were  that  the  organization  was  such  that 
fraud  could  be  committed  there  without  any  possibility  of  detection, 
having  it  all  under  one  head. 

The  Chairman.  If  any  fraud  was  attempted  it  would  be  possible 
to  start  from  the  certification  and  trace  that  think  back,  so  you  could 
finally  find  the  official  of  the  Shipping  Board  or  the  Fleet  Corpora- 
tion who  was  responsible  for  permitting  it,  would  it  not? 

Mr.  Willcox.  Through  this? 

The  Chairman.  Through  the  system  that  did  prevail. 

Mr.  Willcox.  Yes,  you  could  trace  it  back  to  see  who  had  certified 
to  the  receipt ;  you  could  look  up  the  receipts  to  see  who  had  actually 
received  the  goods  at  that  time? 

The  Chairman.  Yes.  You  could  look  up  and  see  who  had  ordered 
them,  too,  could  you  not? 

Mr.  Willcox.  i  ou  could.    We  could  not ;  we  were  not  given  those. 

The  Chairman.  I  mean,  under  the  system  that  Capt.  Yates  fol- 
lowed, having  it  all  under  one  head,  if  for  instance  the  investigating 
department  had  something  brought  to  its  attention  that  looked  as 
though  there  had  been  fraud  committed,  they  could  have  prociured 
the  file  upon  that  transaction  from  Capt.  Yates,  taken  it  up  from  the 
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certification  and  traced  it  back,  and  eventually  found  the  party  who 
was  responsible  for  permitting  the  fraud,  could  you  not? 
Mr.  WiLLCOx.  They  could. 

The  Chairman.  What  more  could  you  have  done  if  you  had 
charge  of  the  accounting  ? 

Mr.  WiLLCox.  The  organization  could  have  been  arranged  so  that 
fraud,  the  commission  oi  fraud,  would  have  been  more  difficult. 

The  Chairman.  It  would  have  been  more  difficult  simply  because 
there  would  have  been  more  officers  or  employees  of  the  Shipping 
Board  involved  in  the  procedure,  would  it  not? 

Mr.  WiLLcox.  Not  more  in  number,  but  different  departments. 
You  would  have  one  department  check  the  work  of  another. 

The  Chairman.  Well,  did  you  as  a  matter  of  fact,  Mr.  Willcox, 
ever  make  any  audit  such  as  you  contemplated,  of  any  of  the  ac- 
counts while  you  were  here  in  New  York. 

Mr.  Willcox.  No,  sir. 

The  Chairman.  iJid  you  ask  for  an  opportunity  to  do  so,  did  you 
ask  Capt.  Yates  for  an  opportunity. 
Mr.  WiLLcx)x.  Yes,  sir. 
The  Chairman.  Were  you  refused? 
Mr.  Willcox.  Refused. 
The  Chairman.  What  reason  did  he  assign. 

Mr.  Willcox.  That  is  was  not  necessary  for  me  to  see  anv  of  that ; 
that  I  merely  had  to  take  those  vouchers  and  charges  as  tney  came, 
and  pity  them.  ' 

The  Chairman.  When  you  got  to  Washington  as  assistant  to  Judge 
Nevin,  did  you  find  out  that  system  was  in  operation  in  other  dis- 
tricts? 

Mr.  Willcox.  There  was  no  other  district  at  that  time. 
The  Chairman.  When  you  went  to  Washington  with  Judge  Nevin? 
Mr.  Willcox.  It  was  all  New  York  at  that  time,  when  I  went  to 
Washington,  and  it  began  to  grow  just  about  that  time. 
The  Chairman.  What  had  oecome  of  the  Pacific  coast? 
Mr.  Willcox.  The  Pacific  coast  we  knew  very  little  of. 
The  Chairman.  Well,  it  was  there,  was  it  not? 
Mr.  Willcox.  Oh,  yes,  yes ;  ^but  

The  Chairman.  They  had  some  ships  out  there,  and  they  were 
operating  theift. 

Mr.  Willcox.  Well,  let  me  take  that  back  a  little  bit,  that  there  was 
an  office  in  San  Francisco  when  I  went  there. 

The  Chairman.  Did  you  ascertain  what  system  was  in  operation 
in  San  Francisco,  with  reference  to  accounting? 

Mr.  Willcox.  No,  sir. 

The  Chairman.  Did  not  the  home  office  have  to  do  with  the  San 
Francisco  office,  control  it? 
Mr.  Willcox.  It  did. 

The  Chairman.  You  do  not  know  whether  the  system  which  Capt. 
rates  had  here  in  New  York  was  also  the  system  that  was  em- 
ployed in  Frisco,  do  you  ? 

Mr.  Willcox.  Not  at  that  time.  I  learned  later,  after  going  into 
it,  that  it  was  different. 

The  Chairman.  That  is  what  I  am  endeavoring  to  find  out,  whether 
a'ter  you  went  to  Washington  to  assist  Judge  Nevin,  you  ascertained 
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tliat  other  districts  had  a  system  the  same  as  Capt.  Yates  has  here  in 
New  York,  or  different  from  what  he  had  ? 

Mr.  WiLLCox.  They  were  different  than  Capt.  Yates. . 

The  Chairman.  The^  were  different  ? 

Mr.  WiLLCOx.  Yes,  sir. 

The  Chairman.  Was  it  different  from  what  you  were  endeavoring 
to  install,  or  was  it  the  same  as  that? 
Mr.  WiLLCox.  It  was  the  same,  I  will  say. 
The  Chairman.  The  same  ? 

Mr.  WiLLCX)x.  It  might  have  been  changed  in  detail  just  slightly, 
but  it  was  the  same  thing  that  I  tried  to  put  over  in  New  York. 

The  Chairman.  That  is,  the  principle  of  having  a  direct  and  dis- 
tinct department  checking  up  the  financial  transactions  of  another 
department  and  auditing  their  accounts? 

Mr.  WiLLcox.  Following  in  routine ;  not  in  checking  up  the  finan- 
cial transactions  of  another  department,  but  following  in  routine,  so 
that  there  was  a  different  department  for  receiving  than  there  was 
for  purchasing,  and  that  the  auditor  could  set  prices  according  to 
the  bids  submitted. 

^The  Chairman.  How  many  times  did  you  try  to  get  Mr.  Soleau  to 
try  to  remedy  this  situation  ? 

Mr.  WiLLCox.  Well,  it  is  hard  to  give  you  a  number,  but  it  was  a 
subject  that  came  up  on  every  visit  that  Mr.  Soleau  made  to  New 
York,  and  the  files  in  the  New  York  office  are  full  of  that  subject. 

The  Chairman.  That  is,  they  ,were  when  you  left  New  York? 
.   Mr.  WiLLCox.  I  can  say  that ;  yes. 

The  Chairman.  Did  you  know  anything  about  how  prices  were 
obtained  for  material  while  you  were  here  in  New  York,  whether 
there  was  bidding,  whether  prices  were  secured  from  a  certain  few, 
or  whether  they  just  went  out  and  bought  as  occasion  required,  with- 
out bothering  about  the  price?    Do  you  know  as  to  that? 

Mr.  WiLLcox.  Yes,  I  know ;  I  can  say  that  I  know. 

The  Chairman.  What  was  done  ? 

Mr.  WiLLcox.  That  the  stores  for  the  Hoboken  storerooms  were 
obtained  upon  bids.  We  saw  the  bids — oh,  after  the  investigation 
department  had  been  working  on  the  New  York  office.  The  stores 
that  were  bought  for  vessels  direct; -that  is,  not  taken  from  the 
Hoboken  stores,  but  purchased  of  vendors  direct  and  put  aboard 
vessels,  were  not  purchased  on  bids;  and  the  investigation  depart- 
ment questioned  why  stores  were  not  taken  from  Hoboken  at  a  cost 
greatly  imder  what  they  had  to  go  in  the  open  market  and  supply 
a  vessel  for,  and  the  answer  was  always  that  the  vessels  moved  so 
quickly  in  New  York  that  they  did  not  have  time  to  supply  a  vessel 
from  Hoboken.  The  records  of  the  movements  of  vessels  in  New 
York  will  not  substantiate  that  excuse  for  buying  in  the  open  market. 

The  Chairman.  How  long  after  you  got  to  Washington  was  it 
before  this  system  which  Capt.  Yates  operated  under  was  changed? 

Mr.  WiLLCox.  Early  in  1919,  I  believe ;  it  was  after  Mr.  Eossiter 
became  director  of  operations. 

The  Chairman.  How  long  after  you  went  to  Washington  ? 

Mr.  WiLLCOx.  That  would  be  about  five  or  six  months  after  I  went 
to  Washington. 

The  Chairman.  What  were  your  duties  in  Washington?  Jus* 
'     were  you  doing  there,  assisting  Judge  Nevin? 
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Mr.  WiLLcox.  To  inaugurate  a  system  of  accounting  for  the  Ship- 
ping Board;  for  the  division  of  operations  alone,  no  constructionj. 
The  Chairman.  Did  you  inaugurate  one  ? 
Mr.  WiLLCOx.  We  did. 
The  Chairman.  Was  it  put  into  effect? 

Mr.  WiLLcox.  Well,  I  would  rather  you  let  me  take  my  own  way 
and  tell  the  history  of  that. 

The  Chairman.  Well,  after  you  went  to  Washington  

Mr.  WiLLCOx.  It  was  put  into  effect. 

The  Chairman.  You  -  were  put  to  work  on  getting  up  a  system  of 
accounting  for  the  division  of  operations,  were  you  f 
Mr.  WiLLcox.  Yes,  sir. 

The  Chairman.  I  wish  you  would  tell  what  you  did  down  therei 
and  what  system  you  put  into  effect,  if  any,  or  what  happened 
to  it  if  you  did  not  put  it  into  effect  ? 

Mr.  WiLLCOx  From  August,  1918,  until  about  July  15,  1919,  we 
had  developed  our  plans  and  were  ready  to  put  them  into  operation 
at  Washington  just  as  soon  as  we  could  get  qual^ters  for  a  force  suffi- 
cient to  take  care  of  the  volume  of  work. 

The  Chairman.  What  do  you  mean,  get  quarters,  office  space? 

Mr.  Wiixcox.  Office  space  in  Washin^n.  ^ 

The  Chairman.  Did  you  not  have  space  enough  there? 

Mr.  WiLLcox.  No.  We  began  in  the  Munsey  Building  at  Washing- 
ton with  about  as  much  floor  space  as  there  is  in  this  room,  and  then 
just  as  fast  as  offices  became  vacant  in  the  Munsey  Building  we  took 
them,  and  we  were  hunting  quarters  until  the  Hough  Building,  that 
is  right  back  of  the  Munsey  Building,  was  vacated  by  the  Military 
Intelligence.  That  was  after  the  armistice  was  signed.  That  gave 
us  quarters  sufficient  to  house  an  organization.  And  in  the  mean- 
time we  had  developed  all  the  methods  and  plans,  and  had  put  them 
into  operation  in  a  small  way,  to  take  care  of  the  accounting  in  Wash- 
ington. In  fact,  we  had  with  a  small  force  taken  care  of  all  the  ac- 
counts from  operators  that  we  could  get  in  by  mail. 

The  Chairman.  Up  to  when  had  you  taken  care  of  them? 

Mr.  Wiixcox.  Up  until  we  went  in  the  Hough  Building. 

The  Chairman.  When  did  you  go  in  there  ? 

Mr.  WiLLcx)x.  About  July  15th. 

The  Chairman.  1919? 

Mr.  WiLLCOx.  1919. 

The  ri-r^iRMAN.  Then  you  brought  in  your  enlarged  force? 
Mr.  ^p^  .cox.  Then  we  enlarged  the  force. 
The  chairman.  And  put  into  effect  this  system  ? 
Mr.  WiLLCOx.  Yes,  sir. 

The  Chairman.  The  one  that  is  now  in  force  ? 
Mr.  WiLLCOx.  The  one  that  is  now  in  force. 

The  Chairman.  And  that  is  the  system  under  which,  up  to  July 
1  of  last  year,  they  had  8,000  voyage  accounts  outstanding  and  only 
8  voyage  accounts  had  been  closed,  is  it? 

Mr.  WiLLcox.  Yes;  and  there  are  reasons,  I  suppose,  why  voyage 
iccounts  were  not  closed. 

The  Chairman.  Well  is  it  due  to  the  system? 

Mr.  WiLLCOx.  No,  sir. 

The  Chairman.  What  is  it  due  to? 
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Mr.  WiLLCox.  Due  to  the  operating  agreement,  is  orie  reason. 
There  were  very  few  of  the  operators  who  had  signed  the  operating 
agreements  at  that  time;  that  was  up  to  Jidy  15. 

The  Chairman.  1919. 

Mr.  WiLLcox.  Yes.  You  will  find  a  record  in  Washington  giving 
the  number  of  operators  who  had  signed,  and  it  is  about  14  of  the 
newer  operators,  none  of  the  old  established  operators  who  had  done 
the  volume  of  the  business  for  the  Shipping  Board  signed  those 
operating  agreements. 

The  Uhairman.  Well,  what  plan  were  they  operating  under,  do 
you  know? 

Mr.  WiiiLcox.  No.  They  did  not,  either.  Another  thing  that 
held  the  accountings  up,  after  we  had  been  established  in  the  Hough 
Building — I  say  that  because  we  were  ready  for  work  when  we 
got  in  the  Hough  Building — was  the  fees  and  commissions  at  foreign 
ports;  not  the  compensation  of  managers  and  operators,  that  had 
beeli  established  in  the  operating  agreement  at  that  time,  but  the 
fees  and  commissions  paid  to  foreign  agents  of  the  operators  had 


mitted  to  the  board  a  schedule  of  such  fees,  based  upon  the  actual 
payments  that  had  been  made  by  steamship  companies  at  the  dif- 
ferent ports  of  the  world. 

The  Chairman.  What  have  you  to  say  as  to  the  system  of  ac- 
counting which  was  finally  inaugurated  for  operation  of  this  fleet 
of  1,000  or  1,200  vessels,  with  some  176  operators,  as  being  similar  to 
that  used  by  private  steamship  companies. 

Mr.  WiiJxx)x.  Well,  we  used  every  effort  to  get  ideas  from  every 
steamship  company  in  the  country.  We  borrowed  men  from  steam- 
ship companies  to  advise  us  in  Washington  as  to  an  accounting  sys- 
tem; and  without  being  personal,  that  is  to  a  steamship  company^ 
the  United  Fruit  is  the  nearest  to  the  Shipping  Board^s  organiza- 
tion of  any  steamship  company  in  the  country. 

The  Chairman.  That  is,  its  accounting? 

Mr.  WiLLcox.  Its  accounting,  its  accounting  plan.  They  have  a 
general  office,  it  happens  to  be  in  Boston,  and  they  have  the  districts 
that  operate  lines  and  services  completely  from  those  districts,  which 
is  parallel  to  the  organization  of  the  Shipping  Board  today ;  and 
we  based  our  accounting  plan  on  the  United  Fruit's,  which  had  been 
developed  and  perfected  and  which  was  in  complete  operation.  We 
had  a  precedent.  ,\ 

The  Chairman.  After  you  got  that  system  installed,  do  yoi  ^now 
of  any  reason  why  there  should  have  been  this  great  delay  m  getting^ 
the  voyage  accounts  in  and  audited  and  checked  up  ? 

Mr.  Wii^iiCox.  Several  things  have  happened.  On  July  15  we  were 
ready  to  go  ahead.  We  had  already  tried  to  get  in  our  voyage  ac- 
counts from  the  operators  by  mail,  and  we  had  asked  the  assiS^ance 
of  the  director  of  operations  to  give  us  the  movements  of  all  vessels, 
the  allocations,  which  is  the  basis  of  accounting  for  steamships. 

The  Chairman.  Who  was  the  director,  Mr.  Kossiter? 

Mr.  WiLLCOx.  Mr.  Rossiter  was  director  at  that  time ;  and  the  di- 
rector's department  did  not  have  the  information  complete.  They 
had  a  lot  of  information,  but  they  did  not  have  it  complete. 

The  Chairman.  That  is  the  allocations,  did  not  have  the  complete 
list  of  allocations? 
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Mr.  WiLLCOx.  No ;  they  did  not  have  complete  allocations. 

The  Chairman.  Were  the  allocations  made  by  the  operation  de- 
partment, or  by  some  other  branch  of  the  board  or  corporation. 

Mr.  WiLLCJOX.  The  allocations  that  were  made  while,. Mr.  Eossiter 
was  there  were  probably  complete — I  will  say  that  they  were  com- 
plete— but  prior  to  the  signing  of  the  armistice  we  could  not  get  any 
information  on  movements  of  vessels  or  allocations  in  any  way. 

The  Chairman.  Of  course,  the  information  with  reference  to  the 
movement  of  vessels  was  in  the  possession*  of  some  branch  of  the 
Government,  was  it  not  ? 

Mr.  WiLLCOx.  We  always  thought  so,  but  we  could  not  find  that 
branch.   We  tried  hard  enough. 

The  Chairman.  Then  it  became  necessary,  after  July  15,  when 
you  got  this  system  perforated  or  arranged  for  its  installation,  to 
change  over  the  prevailing  system  that  had  been  in  vogue  with  op- 
erators, and  to  secure  all  this  information  which  up  to  that  time  had 
been  lacking,  as  to  movements  of  the  vessels,  the  allocations  that  had 
been  made,  and  the  various  operators. 

Mr.  WiLLCOx.  No;  no  change  in  accounting  systems  as  to  our  re- 
lations with  operators  was  necessary  at  that  time  in  order  to  com- 
plete our  accounting,  but  it  was  necessary  to  get  the  accounts;  and 
about  that  time,  about  July  15,  Judge  Nevin  and  I  proposed  to  Mr. 
Hurley  to  ^o  out  into  the  field  and  to  get  those  accounts.  Now,  that 
entailed  quite  a  cost.  They  would  not  come  to  us  naturally  or  flow 
through  the  channels  regularly,  so  the  only  thing  to  do  was  to  go 
after  them.  We  took  up  the  probable  cost  of  going  into  the  field 
with  a  corps  of  men,  with  Mr.  Hurley,  who  was  just  about  to  resign, 
and  Mr.  Hurley  said,  or  he  agreed  that  it  was  the  only  thing  to  do, 
but  that  he  would  rather  not  authorize  such  a  cost.  We  estimated  it 
at  from  $200,000  to  $300,000.  It  would  have  taken  about  a  month 
with  over  a  thousand  men. 

The  Chairman.  That  would  be  a  sort  of  an  audit  drive,  do  they 
call  it? 

Mr.  WiLLCox.  Well,  it  was  later  called  the  voyage- account  drive. 
The  Chairman.  It  was  done  later,  was  it? 

Mr.  WiLLCOx.  It  was  done  later,  just  before  I  left  Washington, 
before  my  resignation  took  effect ;  in  fact.  Col.  Abadife  prevailed  upon 
me  to  stay  long  enough  to  start  that  drive,  to  organize  the  men. 

The  Chairman.  How  many  men  did  you  employ  ? 

Mr.  WiLLCOx.  That  is  not  in  my  memory  just  at  present.  I  did 
not  employ  any,  to  be  frank  with  you,  but  1  organized  it  so  that  the 
men  in  charge  of  field  work  could  employ  all  that  was  necessary. 

The  Chairman.  Under  the  system  that  was  inaugurated  what 
control  was  there  by  the  office  in  Washington  over  the  various  dis- 
tricts where  operations  were  being  conducted? 

Mr.  WiLLCOx.  The  real  control  was  the  follow  up  from  the  vessels' 
movements.  You  start  with  an  allocation,  and  that  tells  you  that 
an  operator  has  a  vessel;  then  if  you  got  the  vessel's  movements, 
that  tells  us  where  the  vessel  went,  and  gives  you  an  idea  of  what 
to  expect  in  accounting.  It  will  also  give  you  dates,  so  that  you 
can  go  after  an  operator  to  get  in  your  account.  That  was  fully 
established,  and  we  had  begun  to  get  in  information  to  make  our 
files  complete,  before  we  went  into  the  Hough  Building.  That  was 
basic  and  necessary. 
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The  Chairman.  In  the  auditing  of  these  accounts,  is  it  not  neces- 
sary for  the  auditor's  office  to  have  information ;  for  instance,  as  to 
what  the  size  of  the  crew  of  a  vessel  and  what  the  cost  per  man  would 
be  for  subsistence  for  a  certain  length  of  voyage? 

Mr.  WiLLCox.  That  develops  from  the  costs  after  the  voyage 
account  is  audited ;  but  we  were  developing  down  there  with  machine 
work,  that  is,  the  Powers  machines;  the  volume  of  work  in  Wash- 
ington was  so  great  that  the  statistics,  the  cost  work,  can  never  be 
done  by  hand,  and  we  i^ere  developing  a  basis  of  standards  for 
comparison,  so  as  to  eliminate  unnecessary  aujdits.  If  we  could  set 
up— and  we  could — ^the  cost  of  operations,  or  what  the  cost  should 
be,  then  the  voyage  accounts  that  we  received  that  came  reasonably 
near  that  cost  would  need  no  audit. 

The  Chairman.  Well,  did  you  set  that  system  up? 

Mr.  WiLixx)x.  We  set  is  up,  and  started  it  going  but  

The  Chairman.  But  what? 

Mr.  WiLLcox.  When  Mr.  Hurley  went  out,  the  next  incumbent  put 
all  of  the  accounting  into  the  hands  of  an  outside  man  altogether, 
and  the  execution  of  the  plans  we  had  developed  stopped. 

The  Chairman.  What  do  you  mean,  an  outside  man  altogether; 
another  department? 

Mr.  WiLLCox.  No. 

The  Chairman.  Appointed  a  new  man  in  Judge  Nevin's  place? 
Mr.  WiLLCOx.  He  appointed  a  new  man. 
The  Chairman.  Who  did  he  appoint  ? 

Mr.  WiLLcox.  It  was  E.  W.  Brown,  then  with  Marwick,  Mitchell, 
Peet  &  Co. 
The  Chairman.  An  accountant?' 
Mr.  WiLLCox.  I  believe  so. 

The  Chairman.  Who  is  Marwick,  Mitchell,  Peet  &  Co.? 
Mr.  WiLLCox.  A  firm  of  chartered  accountants,  not  an  American 
concern. 

The  Chairman.  Who  was  Mr.  Brown?  Did  they  make  him 
auditor  or  comptroller? 

Mr.  WiLLCox.  Later  Mr.  Brown  was  made  special  assistant  to 
the  chairman,  Judge  Paine,  at  that  time. 

The  Chairman.  And  he  had  control  of  this  accounting  system? 

Mr.  WiLLcox.  Yes,  sir. 

The  Chairman.  That  is^  he  was  superior  to  the  auditor  of  the 
comptroller? 

Mr.  WiLLCox.  Superior  to  every  one. 

The  Chairman.  Did  he  follow  out  this  system  of  accounting  that 
had  been  set  up? 

Mr.  WiLLcox.  He  did  not.  In  fact,  he  stopped  everything;  he 
stopped  what  he  had  started. 

The  Chairman.  Did  you  have  the  cost  per  man  figured  for  the 
crew  of  a  ship  on  a  voyage  of  a  certain  number  of  days,  as  a  stand- 
ard to  go  by?  '  • 

Mr.  WiLLCox.  The  cost  per  day. 

The  Chairman.  The  cost  per  day? 

Mr.  WiLLCox.  The  cost  per  meal  was  our  standard. 

The  Chairman.  Cost  per  meal? 

Mr.  WiLLCox.  The  cost  per  meal  was  the  standard  for  that  one 
thing. 
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The  Chairman.  The  cost  per  meal  per  man? 

Mr.  WiLLCox.  Per  man,  yes;  or  the  cost  per  meal  served  would 
have  given  it  to  you. 

The  Chairman.  Is  that  system  used  by  the  United  Fruit  Co.? 

Mr.  WiLLcox.  Yes,  sir,  and  used  l>y  inany  others. 

The  Chairman.  Well,  would  it  be  necessary  to  have  that  infor- 
mation, or  some  similar  information,  knowing  the  length  of  the 
voyage  and  the  size  of  the  crew,  to  ascertain  what  ought  to  be  neces- 
sary to  supply  the  steward's  department  prior  to  her  departure  on  a 
voyage  ? 

Mr.  WiLLCOx.  That  would  greatly  assist  the  steward's  depart- 
ment in  ordering  supplies. 

The  Chairman.  How  long  did  you  stay  there  after  Mr.  Brown 
took  charge? 

Mr.  WiLLcox.  Mr.  Brown  came  on  about  August  10;  there  was 
a  very  short  time  between  July  15  and  August  10,  and  I  stayed 
on  until  October  25. 

The  Chairman.  Was  Mr.  Brown  still  in  charge  then  ? 

Mr.  WiLLCOx.  Oh,  no ;  he  left  before  I  did. 

The  Chairman.  Mr.  Brown  stayed  on  until  August  15,  you  said ; 
August  10? 

Mr.  WiLLCOx.  No,  he  came  on  about  August  15,  and  I  believe  it 
was  some  time  in  September. 

The  Chairman.  Was  that  when  Mr.  Tweedale  was  made  general 
coniptroller? 

Mr.  WiLLCox.  Mr.  Tweedale  was  made  treasurer  at  that  time. 
The  Chairman.  Oh,  treasurer.    Well,  yvho  succeeded  Mr.  Brown? 
Mr.  WiLLCox.  No  one  that  I  know  of. 

The  Chairman.  Well,  who  was  comptroller  while  Mr.  Brown  was 
there? 

Mr.  WiLLCox.  Col.  Abadie  was  appointed  general  comptroller. 
The  Chairman.  And  who  was  the  auditor? 
Mr.  WiLLCOx.  I  held  the  title,  but  I  was  not  working  at  it. 
The  Chairman.  Did  you  have  any  assistants  who  were  working 


Mr.  WiLLcox.  No.    The  wheels  all  stopped  with  Mr.  Brown. 
The  Chairman.  When  did  they  start  again? 

Mr.  WiLLcox.  I  will  tell  you  how  we  worked.  I  can  not  say  when 
they  started  again,  I  did  not  stay.  Mr.  Brown  wanted  a  general 
survey  of  everything  that  was  contemplated,  and  a  personal  report 
of  every  department  chief. 

The  Chairman.  Well,  Mr.  Brown  was  simply  brought  in,  wasn't 
he,  Mr.  Willcox,  by  Judge  Paine,  who  became  chairman  of  the  board, 
and  who  had  for  some  little  time  prior  to  that  been  general  counsel 
or  associate  counsel  to  the  board,  brought  in  there  by  the  judge  to 
make  a  sort  of  a  survey  of  the  general  conditions,  accounting,  and 
everything,  so  Judge  Paine  might  know  where  he  was  at,  and  what 
the  situation  w^as;  and  when  he  completed  that,  Mr.  Brown  stepped 
out,  didn't  he,  and  Judge  Paine  went  right  along  with  the  organiza- 
tion?   Was  not  that  practically  what  Mr.  Brown  was  there  for? 

Mr.  Willcox.  I  can  not  say  yes  to  that.  I  might  give  you  some 
facts.  I  can  not  say  what  Judge  Paine's  intentions  were,  but  the 
letter  presented  to  Judge  Nevin  by  Mr.  Brown — by  the  way,  Judge 
Nevin's  resignation  was  in  to  take  effect  August  30 — was  to  the  effect 
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that  Mr.  Brown  will  have  entire  charge  of  all  the  accounting.  It 
was  not  to  make  a  general  survey  for  Judge  Paine's  information.  It 
turned  over  everything  to  Mr.  Brown. 

The  Chairman.  Now,  when  Mr.  Brown  came  in,  did  he  reduce  the 
accounting  force  or  increase  it,  or  did  he  change  positions,  make  pro- 
motions or  demotions,  or  did  he  take  the  organization  as  he  found  it, 
and  operate  with  that  while  he  was  there  ? 

Mr.  WiLLCox.  No,  he  began  to  make  appointments  as  soon  as  he  . 
came  in. 

The  Chairman.  Bringing  in  new  men  ? 

Mr.  WiLLCox.  Bringing  m  new  men.  * 

The  Chairman.  Accountants  and  experienced  men? 

Mr.  WiLLCOx.  In  some  cases,  no. 

The  Chairman.  In  some  cases,  yes. 

Mr.  WiLLCOx.  Some  cases  yes. 

The  Chairman.  Now,  did  he  change  the  system  of  accounting  ? 

Mr.  WiLLcox.  He  did  not. 

The  Chairman.  Did  not  change  the  system  ? 

Mr.  WiLLcox.  He  did  not  change  the  system. 

The  Chairman.  After  he  left  you  were  there  for  some  time,  after 
he  left,  weren't  you,  for  a  few  months  ? 
Mr,  WiLLCOx.  Yes. 

The  Chairman.  After  he  left  what  happened?  Did  things  con- 
tinue to  function? 

Mr.  WiLLcox.  I  dropped  out  of  it  altogether  after  he  left,  because 
at  the  time  he  left  I  was  in  the  field,  on  the  voyage  accounting  drive. 
It  was  then  going,  and  the  millions  began  to  come  in  with  the  voy- 
age accounts,  the  men  were  instructed  to  make  collections  at  the 
same  time.    Before  I  left  the  amount  was  up  around  $150,000,000. 

The  Chairman.  Where  did  you  operate  in  the  field,  in  New  York 
or  all  over? 

Mr.  WiLLCOx.  I  started  in  Boston,  and  I  got  the  operators  to« 
gether  and  told  them  what  we  wanted  to  get,  their  cooperation  to 
help  us  get  in  these  accounts ;  I  was  to  take  in  the  whole  field  and 
start  it  going.  But  I  was  called  off  at  Baltimore,  and  a  few  days 
after  that  I  left. 

The  Chairman.  Who  called  you  off? 

Mr.  WiLLCOx.  Col.  Abadie. 

The  Chairman.  Was  he  in  charge  of  this  drive?  Was  he  the  man 
in  the  home  office  who  was  in  charge  of  the  drive  ? 

Mr.  WiLLcox.  Col.  Abadie  was  general  comptroller.  Do  you  mean 
the  man  directly  in  charge  of  the  drive  ? 

The  Chairman.  Yes,  at  Washington.  Was  there  somebody  in 
Washington  that  was  in  charge  of  this  drive  ? 

Mr.  WiLLCox.  He  appointed,  I  believe,  a  Mr.  Witt  in  charge  of 
the  drive. 

The  Chairman.  Col.  Abadie  did? 

Mr.  WiLLCox.  Col.  Abadie  was  responsible  for  it.-? 

The  Chairman.  Then  while  this  drive  was  in  progress,  you  were 
in  Col.  Abadie's  department,  were  you  ? 

Mr.  WiLLcox.  Oh,  yes. 

The  Chairman.  How  long  had  you  been  in  his  department?  Did 
you  go  into  that  department  before  the  drive  began  ? 
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Mr.  WiLLCOx.  Col.  Abadie  was  Judge  Nevin's  successor,  so  I  was 
in  the  department  automatically. 
The  Chairman.  All  the  time? 
Mr.  WiLLcox.  Yes,  sir. 

The  Chairman.  Did  he  outline  the  procedure  to  be  followed  in 
this  audit  drive  for  voyage  accounts  ? 
Mr.  WiLLcox.  Col.  Abadie  ? 
The  Chairman.  Yes. 

Mr.  WiLLcox.  No ;  he  left  that  entirely  to  me. 
The  Chairman.  Left  that  to  you  ? 
Mr.  WiLLCox.  Yes. 

The  Chairman,  Did  you  confer  with  anybody  else  relative  to  the 
drive? 

Mr.  WiLLcox.  No  one  else  but  Col.  Abadie? 
The  Chairman.  Yes. 
Mr.  WiLLCOx.  No. 

The  Chairman.  Did  you  talk  with  Mr.  Gillen  about  it? 
Mr.  WiLLCox.  Yes;  that  was  in  1920. 
The  Chairman.  While  you  were  with  the  board? 
Mr.  WiLLCOx.  No. 

The  Chairman.  Well,  I  mean  while  you  were  with  the  board, 
and  while  the  drive  was  going  on,  or  just  before  it  started,  did  you 
talk  with  Mr.  Gillen  about  the  drive  ? 

Mr.  WiLLCox.  I  had  never  met  Mr.  Gillen  at  that  time  while  I 
was  with  the  board. 

The  Chairman.  Did  you  confer  with  Judge  Payne  about  it? 

Mr.  WiLLcox.  I  have  never  met  Judge  Payne. 

The  Chairman.  Now,  coming  to  this  arrangement  in  New  York, 
Mr.  Willcox,  while  you  were  here:  Were  the  repair  accounts  audited 
by  your  department  when  you  were  in  New  York? 

Mr.  Willcox.  No,  sir. 

The  Chairman.  Who  audited  them  ? 

Mr.  Willcox.  Now,  that  is,  up  until  I  went  to  Washington? 
The  Chairman.  That  is  what  I  mean. 

Mr.  Willcox.  The  Treasury  Department — yes,  the  Treasury  De- 
partment in  the  customhouse  had  been  given  the  audit  of  bills  that 
had  been  received  for  repairs. 

The  Chairman.  The  Treasury  Department? 

Mr.  Willcox.  The  Treasury  Department.  That  was  effected 
through  Mr.  Soleau.  I  think  the  Treasury  Department  at  that  time 
had  a  number  of  employees  who  had  nothing  to  do. 


with  reference  to  repairs  in  the  audit  of  repair  accounts  in  the  Navy 
Department  ? 

Mr.  Willcox.  Yes;  I  familiarized  myself  with  that  when  it  was 
up  to  us  to  organize  the  repairs  cost  audit. 

The  Chairman.  And  was  the  system  which  was  put  in  effect  in 
the  Shipping  Board  similar  to  that  which  you  made  yourself  familiar 


Mr.  Willcox.  In  every  way  that  we  could  embrace  the  Navy  sys- 
tem, with  the  exception  of  the  number  of  men,  the  Navy  had  an  un- 
told number  of  men  to  put  on  such  work;  we  could  not,  we  had  to 
bring  it  down,  in  fact  we  got  an  ex-Navy  man  to  take  charge  of  that 


know  what  the  system  was 
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work  in  Washington,  a  man  thoroughly  familiar  with  the  construc- 
tion work  for  the  Navy. 

The  Chairman.  Did  they  have  any  system  of  recovering  for  over- 
charges by  mail  ? 

Mr.  WiLLcox.  Before  I  went  to  Washington,  Mr.  Soleau  had  re- 
ceived four  or  five  voyage  accounts,  the  first  ones  that  came  in,  and 
it  so  happend  that  those  voyage  accounts  had  some  very  exorbitant 
charges.  We  started  a  small  department  consisting  of  one  man  at 
first,  looking  into  voyage  accounts  for  overcharges.  And  it  devel- 
oped that  as  far  as  room  would  allow  us,  employing  help  up  to  three. 
That  should  have  been  a  big  department ;  and  the  prices,  that  is,  that 
I  so  arranged  it  as  to  have  the  prices  from  charges  on  voyage  ac- 
counts to  flow  into  this  special  department  for  refunding  of  over- 
charges. But  it  was  not  until  we  got  into  the  Hough  Building  that 
we  could  develop  an  organization,  and  of  course  I  started  that  at  that 
time  with  the  whole  organization,  when  it  was  started. 

The  Chairman.  Well,  the  matter  of  overcharges  on  voyage  ac- 
counts was  one  that  of  course  could  be  takegn  care  of  when  the  final  or 
partial  settlement  was  effected  with  the  operator,  wasn't  it? 

Mr.  WiLLcox.  No,  this  was  after  final  settlement  had  been  made. 

The  Chairman.  Well,  had  there  been  any  final  settlement  with 
any  operator  up  to  that  time  ? 

Mr.  WiLLcx)x.  No,  there  had  not,  I  must  qualify  that. 

The  Chairman.  Then  the  matter  of  overcharge  could  be  taken 
care  of  in  the  final  or  partial  settlement  with  the  operator,  couldn't 
it? 

Mr.  WiLLCox.  It  could  be.  * 

The  Chairman.  What  was  the  necessity  for  refunding  by  mail? 

Mr.  WiLLCox.  That  was  after  the  audit  had  been  made,  and  the 
account  practically  closed  as  far  as  the  audit  was  concerned,  and  it 
came  in  the  nature  of  disallowance  in  some  cases;  it  was  a  part  of  the 
audit,  but  it  was  the  last  part  of  it. 

The  Chairman.  Well,  now,  was  that  system  effected,  do  you  know? 

Mr.  WiLLCox.  I  happen  to  know  that  it  was  dropped. 

The  Chairman.  When;  while  you  were  there? 

Mr.  WiLLCOx.  Yes ;  while  I  was  there. 

The  Chairman.  Who  was  in  charge  of  the  department  when  it 
was  dropped;  who  was  responsible  for  dropping  it,  if  you  know? 

Mr.  WiLLcox.  Why,  Col.  Abadie  was  the  general  comptroller  at 
that  time. 

The  Chairman.  Was  he  the  one  under  which  the  system  was  de- 
veloped as  outlined  by  you  ? 

Mr.  WiLLCox.  He  was  the  successor  that  should  have  carried  it  on. 

The  Chairman.  No.'  Was  it  developed  while  he  was  there,  or  was 
it  under  Judge  Nevin  or  under  Mr.  Brown?  You  said  you  had  but 
one  man  at  first,  and  you  increased  it  to  three.  Now,  wjfien  this  one 
man  was  at  it,  and  when  it  was  increased,  who  was  in  charge,  Col. 
Abadie  or  Judge  Nevin? 

Mr.  WiLLCox.  It  was  Judge  Nevin,  under  Judge  Nevin,  when  it' 
was  increased  to  three,  because  we  didn't  have  room  for  more. 

The  Chairman.  It  was  under  Judge  Nevin  it  was  increased  to 
three  ? 

Mr.  WiLLcox.  Yes,  sir. 

The  Chairman.  And  later  it  was  dropped? 
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Mr.  WiLrLcox.  Later  it  was  dropped. 

The  Chairman.  Did  it  become  part  of  your  work  while  you  were 
in  this  department,  to  compare  prices  and  costs  with  what  the  Ship- 
ping Board  was  actually  paying  for  services  and  supplies  and  labor 
and  material  ? 

Mr.  WiLLCox.  Yes ;  yes^  that  would  be  statistics. 

The  Chairman.  Now,  did  you  do  any  of  that  work  here  in  New 
York? 

Mr.  WiLLCOx  We  did. 

The  Chairman.  Could  you  tell  when  these  accounts  eventually  got 
to  you  for  carrying  out  and  verifying  the  extensions  and  drawing 
the  check;  could  you  tell  whether  the  prices  which  had  been  made 
were  or  were  not  excessive  ? 

Mr.  WiLLcox.  We  could. 

The  Chairman.  Well,  did  you  note  any  excessive  prices  which  you 
later  brought  to  the  attention  of  any  of  your  superiors  in  the  Ship- 
ping Board  ? 

Mr.  WiLLCOx.  Yes,  sir. 

The  Chairman.  And  were  the  prices  corrected  or  were  refunds 
obtained,  if  you  know  ? 

Mr.  WiLLCox.  Some  refunds  were  obtained  in  New  York. 

The  Chairman.  Will  you  state,  if  you  can  remember  some  instances 
where  refunds  were  obtained  and  what  was  involved,  whether  labor, 
materials,  supplies  or  services  or  repairs  or  whatever  it  was  ? 

Mr.  WiLLCox.  I  remember  a  bill  for  ice  that  appeared  to  the  audit- 
ing department  as  exorbitant.  We  had  no  right  to  question  it  under 
the  organization,  but  we  did,  and  we  obtained  a  refund  on  the  bill  of 
$1,200  some  $400 ;  that  is  a  single  case,  a  specific  case. 

The  Chairman.  What  company  was  involved  there,  do  you  remem- 
ber, and  what  ship? 

Mr.  WiLLCox.  This  is  taxing  my  memory — it  was  the  Knicker- 
bocker Ice  Co.,  I  believe — I  am  not  sure  of  that.  I  would  not  put  that 
down.  ^ 

The  Chairman.  You  say  you  are  not  able  to  specify  the  company. 

Mr.  WiLLCox.  No ;  but  I  will  say  the  records  in  New  York  will  dis- 
close many  cases. 

The  Chairman.  How  did  you  go  about  obtaining  your  refund  under 
the  system  that  prevailed  here  then  ? 

Mr.  WiLLCox.  The  accounting  department  did  that  entirely  alone 
without  any  help.  We  dealt  direct  with  the  ice  company,  and  told 
them  that  we  thought  their  charges  were  exorbitant,  that  we  could  get 
ice — or  that  others  were  charging  such  and  such  a  price. 

The  Chairman.  Did  you  bring  it  to  Capt.  Yates's  attention  ? 

Mr.  WiLLcox.  After  we  secured  the  refund. 

The  Chairman.  Did  you  talk  to  him  about  it  ? 

Mr.  WiLLCOx.  I  talked  with  the  purchasing  agent  about  this  par- 
ticular case. 

The  Chairman.  Who  was  that?  Mr.  Wahmond? 
Mr.  WiLLcox.  Mr.  Wahmond. 
The  Chairman.  Afterwards? 
Mr.  WiLLCox.  After  we  had  secured  the  refund. 
The  Chairman.  What  did  he  say  ?  What  explanation  did  he  give, 
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Mr.  WiLLCox.  He  did  not  ^ve  any  explanation  as  to  the  overcharge, 
but  he  accused  us  of  interfering. 
The  Chairman.  But  you  were,  weren't  you  ? 
Mr.  WiLLCOx.  We  were  interfering. 
The  Chairman.  That  is  all  he  said  about  it? 

Mr.  WiLLCOx.  That  is  my  impression ;  that  was  his  big  point,  that 
we  were  interfering. 

The  Chairman.  Now,  were  there  any  other  instances  that"  you 
recall  ? 

Mr.  WfLLCox.  Yes ;  a  celluloid  case  for  a  pass.  Some  of  our  work- 
ingmen — ^that  is,  the  boiler  scalers  especially — were  employed  in  very 
dirty  work,  and  the  war-zone  passes  had  to  be  kept  clean,  otherwise 
they  would  have  to  be  renewed  all  the  time,  and  our  paymaster  made 
a  requisition,  and  I  had  had  some  business  of  that  sort  in  making  up 
that  sort  of  a  novelty  and  I  said  these  ought  to  cost  about  5  or  6  cents. 

The  Chairman.  Said  to  whom  ? 

Mr.  WiLLcox.  McKenny  is  the  man  I  spoke  to. 

The  Chairman.  Who  was  he  ? 

Mr.  WiLLcox.  He  was  then  paymaster. 

The  Chairman.  For  whom? 

Mr.  WiLLCox.  Shipping  Board. 

The  Chairman.  Paymaster? 

Mr.  WiLLcox.  Yes ;  called  a  paymaster. 

The  Chairman.  Where  was  he  ? 

Mr.  WiLLCOx.  In  New  York. 

The  Chairman.  Under  Capt.  Yates  ? 

Mr.  WiLLCox.  No ;  he  came  under  the  disbursing  officer. 

The  Chairman.  Who  was  the  disbursing  officer  ? 

Mr.  WiLLCOx.  Disbursing  officer,  while  not  responsible  to  me,  was 
under  the  auditor  of  New  Y  ork  as  far  as  

The  Chairman.  Who  was  it? 

Mr.  WiLLcox.  Cap^  Inglesby  at  that  time ;  John  W.  Inglesby. 

The  Chairman.  How  did  you  happen  to  get  in  conversation  with 
Mr.  McKenna  about  the  price  of  celluloid  pass  cases? 

Mr.  WiLLCox.  Why,  the  requisition  for  those  had  to  come 
through  me. 

The  Chairman.  What  was  there  about  it ;  what  was  the  price  that 
the  Shipping  Board  paid  ? 

Mr.  WiLLcox.  The  Shipping  Board  paid  16  cents  for  those,  we  got 
a  j^ice  of  7  cents. 

The  Chairman.  You  got  a  price  of  7  cents  ? 

Mr.  WiLLCox.  We  got  a  price  of  7  cents. 

The  Chairman.  How  much  was  involved  in  the  transaction? 
Mr.  WiLLcox.  Well,  a  very  small  amount. 
The  Chairman.  Did  you  get  a  refund  there  ? 
Mr.  WiLLcox.  We  did  not. 

The  Chairman.  Well  now,  did  all  requisitions  have  to  come 
through  you? 

Mr.  WiLLcox.  All  requisitions  for  supplies  for  my  department. 
The  Chairman.  That  was  a  supply  for  you  ? 
Mr.  WiLLcox.  Yes;  just  a  supply  for  my  department. 
The  Chairman.  Well,  how  would  you  and  your  staff  here  keep 
yourselves  informed  as  to  what  were  proper  prices  to  be  paid  for 
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meat,  fuel,  or  steward's  supplies,  engine-room  supplies,  or  towing,  or 
coal  or  anything  else  ?  How  would  you  know  and  how  could  you  say 
when  you  were  at  work  on  these  accounts,  carrying  out  the  multipli- 
cations and  the  additions  and  verifying  them,  how  could  you  tell 
whether  a  price  was  exorbitant  or  not? 

Mr.  WiLLCox.  Only  by  comparisons. 

The  Chairman.  With  whom  ? 

Mr.  WiLLCox.  With  what  was  charged  in  one  case  and  charged  in 
another  case. 

The  Chairman.  At  about  the  same  time,  you  mean? 

Mr.  WiLLCOx.  At  about  the  same  time  and  for  the  same  services. 
Discrepancies  in  price  were  what  we  discovered  in  auditing. 

The  Chairman.  That  is  the  only  way  you  knew  whether  charges 
were  exorbitant? 

Mr.  WiLLCox.  Yes ;  because  the  market  prices  or  quotations  would 
notgive  us  a  line  on  it  at  that  time ;  we  had  them. 

The  Chairman.  You  had  the  market  price? 

Mr.  WiLLCox.  Yes,  sir ;  but  they  were  valueless  at  that  time. 

The  Chairman.  Why? 

Mr.  WiiiLCOx.  They  fluctuated  so  greatly.  Market  prices  were 
not  anjrthing.  That  wais  just  during  the  war. 

The  Chairman.  Market  prices  were  mounting  all  the  time  ? 

Mr.  WiLLCox.  Yes ;  going  up  and  down  within  the  hour,  so  that 
the  quotation  was  valueless. 

The  Chairman.  With  the  price  fluctuating  as  rapidly  and  as  often 
as  they  were  at  that  time,  it  was,  of  course,  extremely  difficult  for  a 
purchasing  agent  to  get  a  price  which  a  few  days  or  a  week  or  sev- 
eral weeks  later  might  appeal  to  a  person  examining  the  account  as 
a  reasonable  one,  wasn't  it? 

Mr.  WiLLcox.  Yes;  that  would  be  a  reasonable  excuse  for  some 
of  the  seemingly  exorbitant  prices. 

The  Chairman.  But  if  I  understand  you,  Mr.  Willcox,  you  con- 
tend that  if  they  had  inaugurated  a  system  of  proper  check  by  one 
department  over  the  purchases  made  by  the  others,  that  the  Ship- 
ping Board  would  have  been  able  to  have  secured  more  reasonable 
prices  and  saved  money  here  in  the  New  York  district? 

Mr.  Willcox.  No,  not  that ;  that  would  not  follow.  . 

The  Chairman.  If  that  would  not  follow,  what  would  have  been 
the  advantage. 

Mr.  Willcox.  The  advantage  in  receiving  and  being  sure  that 
stuff  went  on  board  that  was  charged  to  that  vessel,  because  we  were 
not  sure. 

The  Chairman.  Then  if  you  were  not  sure  about  stuff  that  was 
ordered,  that  it  did  not  go  aboard  the  vessel,  the  Shipping  Board 
was  paying  for  material  that  it  was  not  getting,  and  it  was  a  waste 
of  money. 

Mr.  Willcox.  I  would  say  so.  That  was  our  reason  for  objecting 
to  the  organization.  Along  those  lines,  after  we  had  finished  sev- 
eral voyage  accounts  and  again  to  compile  some  daily  averages,  and 
what  meals  would  cost,  and  going  further,  some  of  the  charges  to 
those  vessels  would  show — I  can  not  recall  a  specific  case;  they  are 
on  file  though — meals  costing  over  $1  a  meal.  And  taking  one  item, 
eggs,  in  one  case;  that  is,  m  one  particular  instance,  where  they 
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bought  enough  eggs — that  is,  enough  eggs  were  charged  to  that  vessel 
to  give  every  man  on  board  12  e^gs  every  day.  That  is  what  devel- 
oped later  in  the  final  audit.  It  is  impossible  to  make  any  recoveries 
as  to  that. 

The  Chairman.  Well,  I  suppose  at  the  time  that  you  were  here  in 
New  York,  and  also  while  you  were  in  Washington,  you  appreciated 
the  fact,  Mr.  Willcox,  that  here  was  a  tremendous  Governmental 
activity,  suddenly  developed,  rapidlv  expanded  as  the  result  of  an 
emergency,  when  there  was  a  great  lack  of  experienced  and  compe- 
tent men,  not  only  in  accounting,  but  in  repairing  and  constructing 
and  operating  this  property,  and  that  it  was  almost  inevitable  that 
not  only  mistakes  would  be  made  and  money  would  be  wasted  and 
extravagantly  expended,  didnt  you  ? 

Mr.  Willcox.  I  realized  that  fact. 

The  Chahiman.  Now,  then,  in  all  the  recommendations  and  the 
attempts  that  you  made  to  have  changes  brought  about  for  the 
better  efficiency,  were  you  solely  inspired  by  an  attempt  to  safeguard 
the  Government's  interest  and  save  money  and  bring  about  more 
efficient  transactions  of  the  Government's  business,  or  did  you  have 
another  motive  ? 

Mr.  Willcox.  That  was  the  only  motive  I  had.  I  tried  to  get  into 
every  war  department  there  was  and  I  could  not  make  it.  So  my 
fight  was  on  the  Shipping  Board. 

The  Chairman.  Why  couldn't  you  get  into  any  other  department? 

Mr.  Willcox.  Well,  no  physical  reasons,  I  just  could  not  get  an 
appointment. 

The  Chairman.  How  old  were  you  ? 

Mr.  Willcox.  I  was  over  the  draft  age  at  that  time.   I  am  now 


The  Chairman.  You  say  you  could  not  get  an  appointment.  What 
do  you  mean?  You  could  not  get  an  appointment  to  some  position 
that  you  wanted  to  fill  ? 

Mr.  Willcox.  This  was  necessary  in  my  case:  I  had  a  family  to 
support,  and  I  wanted  sufficient  salary  to  take  care  of  my  family.  I 
had  had  experience  enough  to  help  the  Government  in  a  great  many 
departments. 

The  Chairman.  Now,  the  difficulty  which  you  had  with  Capt. 
Yates  was  not  personal  in  any  way? 

Mr.  Willcox.  No.  Although  it  proved  to  be  later,  you  know, 
it  could  not  help  but  be  that  way. 

The  Chairman.  You  used  every  proper  effort,  as  I  understand  you, 
to  bring  about  the  change  which  you  felt  and  which  Mr.  Soleau,  your 
superior,  felt  was  necessary  here  in  this  district  to  prevent  oppor- 
tunities for  fraud  and  extravagance  and  excessive  charges  against 
the  Government? 

Mr.  Willcox.  Yes.  When  I  first  took  my  position  in  New  York 
I  conferred  with  Capt.  Yates  almost  daily,  and  that  was  the  one  big 
subject  with  me.  I  tried  to  sell  him  the  idea,  to  impress  him  with  the 
fact  that  his  organization  was  not  according  to  any  big  business,  and 
it  was  a  business,  it  was  not  a  Government  department. 

The  Chairman.  What  do  you  mean,  you  tried  to  sell  him  the  idea? 

Mr.  Willcox.  Why,  to  impress  him  with  the  idea. 

The  Chair:man.  Tried  to  impress  him? 
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Mr.  WiLLCOx.  I  don't  mean  to  sell  it  at  a  price,  but  that  is  a  term — 
to  impress  him  with  the  idea. 

The  Chairman.  You  were  not  successful  ? 

Mr.  WiLLiCOx.  No,  never  successful. 

The  Chairman.  Mr.  Soleau  was  not  successful? 

Mr.  WiLLCox.  No ;  Mr.  Soleau  was  not  successful. 

The  Chairman.  Was  Capt.  Yates  here  when  you  were  called  to 
Washington  to  assist  Judge  Nevin? 

Mr.  WiLLcox.  Yes. 

The  Chairman.  How  long  did  he  remain  here  after  that? 
Mr.  WiLiiCX)x.  His  resignation  went  into  effect  about  January  1, 
1919, 1  believe. 

The  Chairman.  You  went  to  Washington  in  December? 
Mr.  WiLLCox.  In  August,  1918. 
The  Chairman.  In  August? 

Mr.  WiLLCox.  Yes;  I  am  not  sure  about  that,  though.  I  am  not 
sure  about  that  date. 

The  Chairman.  In  anv  event,  it  was  after  you  went  to  Washington  ? 

Mr.  WiLLcox.  Yes,  after  I  went  to  Washington. 

The  Chairman.  Well,  now,  after  you  went  to  Washington  was 
this  system  of  auditing  put  into  effect  now  in  your  district  while 
Capt.  Yates  was  here? 

Mr.  WiiiLCOx.  No;  while  Capt.  Yates  was  here,  not  while  he  was 
here. 

The  Chairman.  After  he  left,  was  the  system  of  auditing  here  put 
in  effect  ? 
Mr.  WiLLCox.  Yes,  sir. 

The  Chairman.  And  was  it  continued  so  far  as  you  know  up  to 
the  time  that  you  left  the  Shipping  Board? 

Mr.  WiLLcox.  So  far  as  I  know  it  was.  In  fact,  I  think  it  is  in 
effect  today. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  No. 

The  Chairman.  Any  questions,  Mr.  Steele? 

Mr.  Steele.  Yes,  one  or  two.  Mr.,  Willcox,  you  were  with  the 
Bethlehem  Steel  Co.  prior  to  going  with  the  Shipping  Board? 

Mr.  Willcox.  Let  me  quality  that  a  little  bit,  I  was  with  the  Ore 
Steamship  Corporation,  that  is  a  subsidiary  of  the  Bethlehem. 

Mr.  Steele.  What  is  the  spelling  of  that  name  ? 

Mr.  Willcox.  Ore,  O-r-e  Steamship  Co. 

Mr.  Steele.  Where  is  that  located  ? 

Mr.  Willcox.  The  office  of  that  was  located  at  111  Broadway,  with 
the  Bethlehem  Steel  offices  here. 

Mr.  Steele.  How  long  were  you  with  them? 
Mr.  Willcox.  About  a  year. 

Mr.  Steele.  You  referred  to  Mr.  Brown,  belonging  to  a  firm  of 
accountants  not  American.    What  do  you  mean  by  that? 

Mr.  Willcox.  Some  of  the  members  of  Marwick,  Mitchell,  Peets  & 
Co.  are  not  American  citizens — at  that  time. 

Mr.  Steele.  Some  of  the  members  were  not? 

Mr.  Willcox.  Yes. 

Mr.  Steele.  Was  Mr.  Brown  an  American? 

Mr.  Willcox.  While  I  can  not  answer  you  yes  or  no,  my  impres- 
sion is  that  he  was  not  at  that  time  an  American  citizen. 
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Mr.  Steele.  That  is  your  impression? 
Mr.  WiLLCox.  Yes. 

Mr.  Steele.  What  reason  have  you  for  that  impression? 
•  Mr.  WiLLCOx.  We  had  with  us,  as  a  part  of  the  organization  in 
Washington,  a  former  member  of  the  firm  of  Marwick^  Mitchell, 
Peet  &  Co.,  who  knew  the  organization,  and  I  got  my  impression 
from  him. 

Mr.  Steele.  You  have  no  personal  knowledge  on  the  subject? 

Mr.  WiLLCox.  No.  I  will  have  to  take  bacK  all  I  said  about  him 
not  being  an  American,  because  I  have  no  personal  knowledge,  but 
it  is  well  understood  that  he  is  not. 

Mr.  Steele.  Where  was  the  firm  doing  business  at  that  time  ? 

Mr.  WiLLcox.  They  have  offices  all  over  the  country. 

Mr.  Steele.  This  country;  that  is,  the  United  States? 

Mr.  WiLLCOx.  Yes. 

Mr.  CoNNALLY.  I  didn't  get  your  name  at  the  start. 

Mr.  WiLLCox.  Willcox. 

Mr.  Conn  ALLY.  William  J.  Willcox? 

Mr.  Willcox.  Jay  C. 

Mr.  Connally.  Mr.  Willcox,  what  was  your  salary  when  you  were 
with  the  Shipping  Board  first? 
Mr.  Willcox.  $3,300. 

Mr.  Connally.  Was  it  increased,  or  did  you  continue  at  the  same 
salary  ? 

Mr.  Willcox.  When  I  left  it  was  $6,000. 
Mr.  Connally.  When  you  left  it  was  $6,000? 
Mr.  Willcox.  Yes,  sir. 

Mr.  Connally.  How  long  were  you  with  the  board  in  all  ? 
Mr.  Willcox.  From  December,  1918 — two  years. 
Mr.  Connally.  Two  years? 
Mr.  Willcox.  Yes. 

Mr.  Connally.  What  part  of  the  time  was  at  $3,600  and  what 
part  was  it  $6,000? 
Mr.  Willcox.  May  1,  1919. 
Mr.  Connally.  Up  until  May  1  ? 
Mr.  Willcox.  It  was  $3,300. 
Mr.  Connally.  Oh,  $3,300? 
Mr.  Willcox.  Yes. 

Mr.  Connally.  Up  until  the  1st  of  May,  1919? 
Mr.  Willcox.  Yes. 

Mr.  Connally.  And  from  the  1st  of  May,  1919,  until  when? 

Mr.  Willcox.  Until  T  left. 

Mr.  Connally.  When  was  that  ? 

Mr.  Willcox.  October  25.  to  be  exact. 

Mr.  Connally.  1919? 

Mr.  Willcox.  1919. 

Mr.  Connally.  Was  there  a  promotion  made  from  $3,300  straight 
to  $6,000? 

Mr.  Willcox.  Yes. 

Mr.  Connally.  Did  you  change  positions  at  the  time  ? 
Mr.  Willcox.  I  did. 

Mr.  Connally.  From  what?    What  was  your  position  at  the 
3,300  and  what  was  your  position  at  $6,000  ? 
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Mr.  WiLLCOx.  I  had  the  title  of  auditor  of  the  New  York  office, 
although  I  worked  in  Washington  until  I  was  made  general  auditor 
and  deputy  comptroller. 

Mr.  CoNNALLY.  General  auditor  and  deputy  comptroller? 

Mr.  WnjiCOx.  Yes. 

Mr.  CoNNALLY.  Who  appointed  you  to  that  position? 
Mr.  WiLLCOx.  Judge  Nevin,  with  the  sanction  of  the  board  at  that 
time. 

Mr;  CoNNALLY.  What  were  you  working  for  with  the  BethleKem, 
or  rather  with  the  Ore  Co. ;  what  salary  were  you  drawing  before 
you  went  with  the  Shipping  Board  ? 

Mr.  WiLLCX)x.  There  was  a  change  in  between  there.  I  held  an- 
other position  for  two  days  before  Mr.  Soleau  took  me  into  the  Ship- 
ping Board,  at  $3,000. 

Mr.  CoNNALLY.  At  $3,000? 

Mr.  WiLLcox.  Yes ;  and  I  had  $2,250  with  the  Bethlehem  Steel. 

Mr.  CoNNALLY.  So  that  was  the  highest  salary  you  had  ever  earned, 
was  it,  before  you  went  with  the  Shipping  Board,  $2,250,  except  for 
those  two  days? 

Mr.  WiLLCox.  Yes. 

Mr.  CoNNALLY.  You  said  that  while  Mr.  Brown  was  in  charge  as 
executive  assistant  to  Judge  Payne,  that  your  title  was  auditor,  but 
that  you  were  not  working  at  that  time  at  it.  What  were  you  doing? 

Mr.  WiLLcox.  Col.  Abadie  requested  me  to  stay  on.  I  resigned 
immediately  after  Brown  came  in  there;  he  made  it  very  unpleasant, 
and  I  had  other  things  to  do  at  that  time. 

Mr.  CoNNALLY.  You  mean  you  resigned  as  soon  as  Brown  came  m  ? 

Mr.  WiLLCOx.  I  resigned  to  Brown  ;  he  was  my  superior  at  that 
time,  but  Col.  Abadie  came  on  about  that  time  and  Col  Abadie 
wanted  me  to  stay,  because  I  had  a  lot  of  information  that  he  wanted, 
and  I  liked  Col.  Abadie,  and  I  didn't  have  to  go  right  away,  so  I 
stayed  on  with  Col.  Abadie  and  coached  him  as  much  as  1  could 
along  that  system.  I  gave  him  everything  that  I  could. 

Mr.  CoNNALLY.  Then  you  did  not  resign? 

Mr.  WiLLCOx.  Not  until  Octiber  25,  but  I  did  not  work  at  general 
auditing;  I  was  not  in  charge. 

Mr.  CoNNALLY.  Were  you  drawing  $6,000  at  the  time  Brown  was 
there? 

Mr.  WiLLcox.  Yes. 

Mr.  CoNNALLY.  Then  you  were  not  auditor ;  you  were  deputy  comp- 


Mr.  CoNNALLY.  Then  you  were  in  error  a  little  while  ago  when  you 
said  that  while  Brown  was  there  you  had  the  title  of  auditor  ? 

Mr.  WiLLcox.  General  auditor;  I  have  the  title  yet;  I  had  the  title 
until  my  resignation  went  into  effect. 

Mr.  CoNNALLY.  I  thought  you  said  you  were  chief  auditor  and  then 
later  on  that  you  was  comptroller — when  you  got  $6,000 — ^you  went 
up  to  this  comptroller's  position  ? 

Mr.  WiLLcox.  Yes;  they  made  me  general  auditor  and  deputy 
comptroller ;  they  came  at  the  same  time. 
Mr.  CoNNALLY.  Are  the  duties  the  same  ? 
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Mr.  WiLLOOx.  No,  no.  When  I  was  deputy  comptroller — when 
Judge  Nevin  was  not  there — ^but  at  that  time  it  never  became  neces- 
sary for  me  to  act  as  deputy  comptroller,  because  Judge  Nevin  was 
there  all  the  time. 

Mr.  CoNNALLY.  Why  was  your  salary  jumped  so  much,  from  $3,300 
to  $6,00(X  do  you  know ?   What  was  the  process? 

Mr.  WiiiLcox.  Thev  must  have  thought  I  was  worth  it. 

Mr.  CoNNALLT.  Who  appointed  you  to  that  position? 

Mr.  WiLLcox.  Judge  Nevin  with  the  sanction  of  the  board. 

Mr.  CoNNALLY.  Was  that  after  you  had  coached  him  for  twa 
months,  and  had  given  him  this  information,  or  before  ? 

Mr.  WiLLCox.  No ;  that  is  Col.  Abadie.  Col,  Abadie  had  hothing 
to  do  with  my  salary,  that  was  at  the  same  rate  then  right  along. 
No,  sir ;  he  did  not  make  a  change  at  all  with  me. 

Mr.  CoNNALLY.  What  business  are  you  in  now  ? 

Mr.  WiLLCox.  Accounting. 

Mr.  CoNNALLY.  Public  accounting? 

Mr.  WiLLcox.  Public  accounting.  I  have  an  organization  of  my 
own. 

Mr.  CoNNALLY.  That  is  all. 
Mr.  Foster.  Located  where  ? 
Mr.  WiLLCox.  Boston. 

The  Chairman.  I  think  that  is  all,  Mr.  Willcox. 
Mr.  Steele.  Hadn't  we  better  adjourn  to  2  o'clock? 
The  Chairman.  We  will  take  a  recess  now  until  2  o'clock. 
(Whereupon,  at  12.15  o'clock  p.  m.  a  recess  was  taken  until  2.00 
o^clock  p.  m.) 
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